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We  are  now  well  into  the  most 
challenging  man-made  calamity  in 
modern  experience,  a global  financial 
crisis  of  unprecedented  size,  speed, 
interconnectedness  and  complexity. 
Policymakers  are  in  uncharted  terri- 
tory faced  with  a global  loss  on  paper 
of  some  two-thirds  of  the  world’s 
wealth,  or  $40  trillion  out  of  an  esti- 
mated $55-60  trillion.  From  Russia 
and  Spain  to  England  and  Japan,  the 
specter  of  deep  economic  contractions 
with  all  its  implications  is  even  more 
profound  than  in  the  U.S.,  where 
it  is  the  Museum’s  mission  to  pro- 
vide visitors  with  a realistic  financial 
understanding  of  the  issues  and  con- 
siderations - especially  with  our  new 
exhibit  on  the  financial  crisis,  “Track- 
ing the  Credit  Crisis:  A Timeline.” 

The  Fed’s  actions  over  the  last  year 
of  extending  some  $1  trillion  in  loans 
and  guarantees  to  save  the  American 
financial  system  from  collapse  repre- 
sents a watershed  in  American  eco- 
nomic and  political  history.  Neverthe- 
less, before  the  government’s  massive 
pump  priming  programs  can  begin 
having  an  impact,  over  the  next  nine  to 
12  months  it  seems  likely  that  unem- 
ployment could  reach  11%  or  more. 
The  crippling  loss  of  consumer  confi- 
dence (consumer  demand  accounting 
for  some  70%  of  our  economic  activ- 
ity) most  likely  will  not  improve  in  a 
timely  way  over  the  next  year,  the  Fed 


Message  to  Members: 
Financial  Crisis,  Part  III 


By  Lee  Kjelleren,  President  and  CEO 

only  predicting  what  I fear  is  an  opti- 
mistic 1.3%  GDP  shrinkage. 

The  housing  market,  with  its  12 
million  homes  having  larger  mortgage 
debt  than  their  actual  value,  will  con- 
tinue as  a major  drag  on  the  markets. 
It  seems  plausible  that  the  Dow  could 
hover  around  6,000  or  less  (it  was 
14,000  in  October  2007)  with  many 
examples  of  the  current  phenomena 
of  GM’s  market  capitalization  of 
$1.3  billion  being  overshadowed  by 
motorcycle  maker  Flarley  Davidson’s 
$2.7  billion.  And  the  only  way  major 
insolvencies  in  the  financial  system 
can  be  avoided  is  through  de  facto 
(or  de  jure)  nationalization  leaving 
banks  restructured  and  recapitalized, 
although  shareholders  who  bet  on 
these  banks  would  lose  out  despite  the 
institutions  eventually  being  resold  to 
private  investors.  The  disappearance 
of  Bear  Stearns,  Lehman  Brothers  and 
Merrill  Lynch,  among  many  others, 
and  the  $180  billion  plus  govern- 
ment rescue  of  AIG  are  unlikely  to  be 
viewed  as  anomalies  in  the  future. 

The  key  to  solving  the  current 
economic  crisis,  aside  from  stimulus 
spending  and  resolving  the  credit  cri- 
sis, is  a framework  of  new  regulation 
and  proper  oversight,  as  governments 
are  forced  to  radically  reshape  global 
financing  to  shore  up  the  failing  finan- 
cial systems  and  largely  frozen  credit 
markets.  Abusive  and  irresponsible 
lending  coupled  with  astonishingly 
imprudent  amounts  of  leverage,  hedge 
fund  secrecy  and  tax  benefits,  and 
tens  of  trillions  of  dollars  of  generally 
opaque  and  unregulated  derivatives, 
helped  create  an  enormous  credit  bub- 
ble. This  was  driven  by  the  short-term 
quest  for  too  often  illusory  profits.  The 


bursting  of  this  bubble  was  triggered 
by  decreased  demand  leading  to  rising 
defaults  in  2007  of  hundreds  of  billions 
of  dollars  in  subprime  mortgages,  caus- 
ing the  collapse  of  the  housing  mar- 
kets and  its  irrationally  priced  bubble. 
Along  the  way,  these  toxic  subprime 
mortgages  were  securitized  into  pools 
of  bonds,  given  totally  phony  Triple 
A (highest)  ratings  by  Moody’s,  Stan- 
dard & Poor’s  and  Fitch  and  exported 
internationally,  corroding  the  world’s 
credit  system.  Can  such  financial  mar- 
kets really  self-regulate  to  insure  that 
appropriate  and  systemic  levels  of  risk 
management  are  supported? 

Now  we  are  faced  with  a likely 
2009  budget  deficit  of  $2  trillion,  an 
extraordinary  four  times  our  2008 
shortfall.  And  in  my  view,  the  $800 
billion  stimulus  legislation  could  plau- 
sibly be  four  times  less  than  that 
needed  to  really  stabilize  the  economy 
and  also  restore  trust  in  the  financial 
system.  Not  unlike  the  so-called  war 
on  terrorism,  this  is  an  economic  war. 
The  costs  will  be  enormous,  and  like 
war  not  particularly  cost  efficient,  but 
are  cheaper  by  far  than  nose-diving 
into  a long  drawn  out  semi-depression. 
Yes,  our  current  debt  servicing  of  over 
$400  billion  a year  in  2008  (on  $10.7 
trillion  national  debt  against  a $14  tril- 
lion GDP)  will  materially  increase  in 
2009  to  among  the  top  three  govern- 
mental expenses.  Entitlement  reform 
will  be  necessary,  involving  cutbacks 
and/or  higher  taxes  on  Social  Security 
and  health  benefits,  and  foreign  lend- 
ers are  unlikely  to  continue  lending 
us  as  much  money  as  before,  which 
had  allowed  us  to  live  well  beyond 
our  means.  This  means  a government 
increasingly  operating  on  a pay-as- 
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vou-go  basis  (unlike  the  trillion  dollars 
borrowed  to  pay  for  the  Iraq/Afghani- 
stan wars),  which  in  turn  means  we  all 
will  need  to  pay  notably  higher  taxes. 

As  a firm  believer  in  the  free  open 
market  system  and  supporting  the  cap- 
italist goose  that  lays  the  golden  eggs,  it 
is  nevertheless  clear  the  goose  has  now 
laid  a bomb.  A basic  attitude  change  is 
therefore  necessary  as  we  struggle  our 
way  out  of  this  deep  global  downturn. 
An  ingrained  culture  of  excessive  com- 
pensation has  permeated  Wall  Street, 
with  the  Merrill  Lynch  bonus  scandal 
symptomatic  of  long  accepted  finan- 
cial industry  practice.  Even  though 
Merrill  lost  an  amazing  $27  billion 
in  2008,  the  leadership  still  rushed 
through  So. 6 billion  in  bonuses  just 
before  the  Bank  of  America  takeover 
and  despite  benefitting  from  taxpayer 
TARP  money.  Performance  bonuses  in 
the  future  should  be  payable  over  the 
following  three  to  four  years  to  insure 
that  profits  are  in  fact  real,  and  that  in 


reality  failure  is  nor  being  rewarded. 
Furthermore,  bonuses  should  be  based 
on  the  quality  (risk  assessed)  of  their 
transactions  rather  than  the  number 
of  bonus,  fee  and  commission  earning 
transactions  brought  in.  Had  that  been 
the  case,  would  the  trillion  dollar  plus 
subprime  disaster  that  initially  trig- 
gered the  crisis  have  occurred? 

Too  many  important,  plugged  in 
people  are  in  business  to  maximize 
profits  in  the  short  term  in  order  to 
enhance  the  bonus  pool,  and  prepared 
to  sacrifice  the  system’s  collective  long- 
term interests  for  quick  gains.  Too 
often  managers  seem  not  to  be  consid- 
ering Wall  Street’s  true  self  interest, 
much  less  the  effect  on  the  country’s 
economic  well-being.  Adam  Smith  put 
his  finger  on  the  truth  in  writing 
“Americans  admire  and  worship  the 
rich  and  powerful”  which  is  “the 
greatest  and  most  universal  cause  of 
our  corruption.”  One  thinks  of  our 
money-driven  political  system  or  Wall 


Street's  attraction  for  so  many  of  our 
ablest  young  graduate  students  by  pay- 
ing $130,000  starting  salaries,  and  we 
recognize  how  important  it  is  to  miti- 
gate the  role  of  excessive  money  from 
our  institutions.  And  how  did  we  get 
to  the  point  that  the  top  1%  of  the 
population  have  some  20%  of  the  tax- 
able income,  the  top  1/1 0th  of  1% 
have  10%  of  the  taxable  income  and 
the  top  1/1 00th  of  1%  possess  around 
3.6%  of  taxable  income?  These  latter 
15,000  taxpayers  have  an  average 
annual  income  of  $30  million  for  a 
total  of  $400  billion.  These  extraordi- 
nary inequalities  go  a long  way  in 
explaining  the  source  of  certain  ideo- 
logical dogma  and  an  unbalanced  sense 
of  entitlement  so  often  prevalent  in  the 
world  of  finance.  As  a culture  we  have 
too  often  assumed  that  because  an 
expensive,  highly-regarded  rose  smells 
better  than  a cabbage,  it  will  also  make 
better  soup.  We  are  learning  that  isn't 
so  the  hard  way.  BD 


Founder’s  Letter 

By  John  E.  Herzog 

Onl  or  MY  most  vivid  recollections  of 
50  years  on  Wall  Street  is  my  father’s 
constant  warning  to  me,  waving  his 
index  finger  while  saying  “Sonny,  1929 
will  be  back.”  Most  of  the  time  I was 
not  thinking  of  that,  but  in  1987  as 
the  market  was  crashing  to  508  points 
down  for  the  day  and  pandemonium 
broke  loose  in  our  trading  room,  my 
father’s  words  were  ringing  in  my  ears.  1 
have  thought  about  that  moment  many 
times  since,  and  have  repeated  this  story 
a few  times  in  the  last  several  months. 

One  of  the  sad  things  about  his- 
tory is  that  few  people  really  want  to 
know  about  it.  We  are  caught  up  in  the 
moment,  and  we  are  thinking  about 
what  to  do  tonight,  over  the  weekend, 
or  next  summer.  History  usually  seems 
irrelevant  to  us  as  we  try  to  confront 


the  many  problems  each  of  us  has  to 
solve  daily.  Then,  in  the  odd  moment 
when  we  are  on  vacation,  and  stumble 
on  the  details  of  some  long-forgotten 
event,  we  are  surprised  at  how  inter- 
esting or  tragic  things  were  then. 

For  me,  one  of  the  compelling  rea- 
sons to  learn  the  history  of  the  vari- 
ous stock  and  bond  markets  around 
the  world  is  that  those  same  markets 
are  there  today,  unlike  Henry  VIII  or 
Columbus.  What  we  observe  daily  as 
we  watch  what  is  happening  is  akin  to 
the  view  from  the  window  on  a high 
floor  of  a tall  building.  It’s  a great 
view,  but  you  can’t  get  there  without 
an  elevator.  History  is  the  way  that 
we  are  able  to  understand  the  view  of 
the  markets  each  day,  and  those  who 
know  the  history  “enjoy”  the  market 
view  more  than  the  rest  of  us.  In  this 
context,  “enjoy”  translates  to  making 
the  trades  that  are  appropriate  for  that 
day  or  general  time  frame. 


The  Museum  has  the  history  to 
show  everyone,  and  seeing  it  is  like 
opening  the  dictionary  to  discover  the 
meaning  of  some  new  word.  When  we 
see  the  history,  our  understanding 
increases,  we  feel  smarter,  and  maybe 
we  even  make  better  decisions.  This 
educational  outcome  is  why  the 
Museum  is  here.  We  want  to  take  the 
past  and  translate  it  into  effective  and 
useful  knowledge  for  today’s  deci- 
sions— and  tomorrow’s.  We  have  a 
crisis  in  the  financial  markets  now 
because  lots  of  people  who  had  big 
commitments  had  never  heard  of  the 
South  Sea  Bubble,  or  the  Panic  of  1873, 
or  the  time  J.  P.  Morgan  organized  the 
recovery  in  1907.  The  effective  knowl- 
edge that  came  from  the  1907  experi- 
ence was  the  decision  to  create  the 
Federal  Reserve.  Wouldn’t  it  be  good  if 
you  got  that  kind  of  result  from  a visit 
to  the  Museum  now?  We  are  waiting 
for  you,  now  more  than  ever.  03 
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Museum  Honors  Paul  Volcker  at  2009  Gala 

By  Jeanne  Baker  Driscoll,  Director  of  Development 


Clockwise  from  top  left:  Paul  Volcker  accepts  2009 
Whitehead  Award;  Dr.  Richard  Sylla,  vice  chair  of  the 
Museum,  speaks  with  Anke  Dening  and  Muriel  Siebert; 

Bill  and  Suzanne  McDonough  with  Pete  Peterson  at  the 
gala  reception;  Lee  Kjelleren,  Paul  Volcker,  John  Whitehead 
and  Bill  McDonough  with  the  2009  Whitehead  Award; 
NYSE  Euronext  CEO  Duncan  Niederauer  speaks  at  gala. 


It  was  a festive  evening  on  January 
12,  as  the  Museum  celebrated  its  first 
anniversary  at  48  Wall  Street  and  hon- 
ored Paul  Volcker.  Twelve  co-chairs 
headed  the  crowd  of  distinguished 
guests  who  gathered  for  the  occasion. 


Cocktails  and  dinner  took  place  in 
the  Grand  Mezzanine,  with  Museum 
exhibits  as  a backdrop  for  attendees. 

After  remarks  by  Duncan  Nieder- 
auer, Bill  McDonough  introduced  John 
Whitehead,  who  in  turn  presented  Mr. 


Volcker  with  the  John  C.  Whitehead 
Award  for  Distinguished  Public  Ser- 
vice and  Financial  Leadership.  Mr. 
Volcker  is  the  first  recipient  of  this 
award,  which  was  announced  last  year 
at  the  Museum’s  inaugural  gala. 
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Mr.  Volcker  served  in  the  federal 
government  for  almost  30  years  over 
five  presidential  administrations.  He 
was  appointed  as  chairman  of  the  Board 
of  Governors  of  the  Federal  Reserve 
System  by  President  Jimmy  Carter  in 
1979,  and  was  re-appointed  by  Presi- 
dent Ronald  Reagan  in  1983.  He  is  cur- 
rently chairman  of  the  newly-formed 
Economic  Recovery  Advisory  Board 
under  President  Barack  Obama.  In  the 
private  sector,  Mr.  Volcker  worked 


at  Chase  Manhattan  from  1957-1962 
and  was  their  head  of  forward  planning 
from  1965-1969.  He  also  served  as 
chairman  of  J.  Rothschild,  Wolfensohn 
& Co.  from  1988-1996. 

In  his  comments  Mr.  Volcker  noted 
that  even  though  the  current  financial 
crisis  is  different  because  of  its  com- 
plexity and  the  massive  government 
intervention,  financial  crises  are  as 
old  as  the  markets.  He  also  observed 
that  this  is  an  opportunity  to  do  some 


restructuring  that  would  not  be  pos- 
sible in  a calmer  environment. 

The  Museum  raised  $470,000  from 
the  benefit,  and  the  staff  and  board  are 
most  grateful  to  the  individuals  and 
organizations  that  contributed  to  the 
success  of  the  event  with  their  partici- 
pation. The  monies  raised  support  the 
Museum’s  efforts — through  its  exhib- 
its, collection,  magazine  and  pro- 
grams— to  help  people  become  more 
financially  informed.  IE! 


“Tracking  the  Credit  Crisis:  A Timeline” 

Traces  the  Financial  Crisis  from  2006  to  Today 


On  March  25,  the  Museum  opened 
"Tracking  the  Credit  Crisis:  A Time- 
line,” to  trace  the  development  of  the 
current  financial  crisis,  which  is  the  most 
severe  and  complex  economic  and  finan- 
cial challenge  in  modern  experience. 

Presented  as  a monumental  8’  x 20' 
graphical  wall  accompanied  by  a video 


presentation  in  the  Museum’s  exhibi- 
tion hall,  the  timeline  begins  with  the 
bursting  of  the  U.S.  housing  bubble  in 
late  2006  through  the  unprecedented 
trillions  being  guaranteed  and  injected 
into  the  private  sector  in  2008-2009 
by  the  government.  President  Barack 
Obama’s  stimulus  package  of  almost 


$800  billion  is  part  of  the  stabilization 
effort  to  forestall  a financial  collapse, 
in  a global  environment  in  which 
some  $40  trillion  in  wealth  has  been 
lost  (on  paper)  in  the  last  18  months. 
The  U.S.  government’s  actions  repre- 
sent a watershed  in  American  eco- 
nomic and  political  history.  DD 


The  Museum  is  most  grateful  for  the 
support  of  the  following  corporations 
who  have  generously  provided  fund- 
ing for  the  Museum  in  the  past  year. 

• A&F.  Television  Networks 

• AEA  Investors 

• American  International 
Group,  Inc. 

• The  Bank  of  New  York  Mellon 

• The  Blackstone  Group 

• Bloomberg  LP 

• Bridgewater  Associates 

• Carter,  Ledvard  & Milburn,  L.I.P 

• The  CFA  Institute 

• The  Charles  Schwab  Corporation 

• CME  Group 


Corporate  Support 


• Consolidated  Edison  Co. 
of  New  York 

• David  N.  Deutsch 
ifc  Company  EEC 

• Fagenson  Co. 

• Geduld/Cougar 

• Goldman  Sachs  &:  Co. 

• LaBranche  & Co. 

• Lehman  Brothers 

• Loews  Corporation 

• The  McGraw  Hill  Companies 

• Meridian  Equity  Partners 

• Merrill  Lynch  &c  Co. 

• Morgan  Stanley 

• NEMCO  Brokerage,  Inc. 

• Nomura  Holding  America  Inc. 


• The  Northern  Trust  Company 

• NYSE  Euronext 

• Renaissance  Technologies 

• Ripplewood  Holdings 

• Securities  Industry  and 
Financial  Markets  Assn. 

• Muriel  Siebert  & Co.,  Inc. 

• Wells  Fargo  & Company 

• Zweig-DiMenna,  LLP 

For  information  about  participating 
in  the  Museum's  corporate  member- 
ship program  please  contact  Jeanne 
Baker  Driscoll,  Director  of  Develop- 
ment, at  212  908-4694  or  fdriscoll @ 
financialbistory.org. 
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Museum  to  Launch  “The  Women 
of  Wall  Street”  Exhibition 


By  Leena  Akhtar,  Exhibits 
and  Archives  Manager 

The  Museum  is  pleased  to  announce 
the  next  exhibit  in  its  changing  gallery, 
“The  Women  of  Wall  Street,”  which  is 
scheduled  to  open  late  May/early  June. 

This  exhibit  will  profile  five  women 
who  made  their  mark  in  the  financial 
world  when  Wall  Street  was  nearly 
exclusively  the  province  of  men.  The 
women  to  be  profiled  are  Abigail 
Adams,  wife  of  John  Adams  who 
successfully  speculated  in  U.S.  gov- 
ernment bonds;  Victoria  Woodhull, 
who  among  other  things  was  the  first 


female  broker  on  Wall  Street  and 
the  first  woman  to  run  for  President; 
Hetty  Green,  Wall  Street’s  first  female 
tycoon;  Isabel  Benham,  bond  statisti- 
cian and  later  a respected  railroad 
analyst  who  began  her  career  on  Wall 
Street  in  the  1930s;  and  Muriel  Sie- 
bert,  the  first  woman  to  own  a seat 
on  the  New  York  Stock  Exchange 
and  later  Superintendant  of  Banks  for 
New  York. 

There  will  also  be  an  interactive 
section  in  which  visitors  will  be  able  to 
hear  powerful  women  in  the  contem- 
porary world  of  finance  reflect  on 
their  experiences.  DEI 


Portrait  of  Victoria  Woodhull. 


Museum  Welcomes  Schuffman  Family  to  Futures  Society 


It  is  a great  pleasure  to  announce  the 
newest  members  of  the  Museum’s 
Futures  Society.  The  Schuffman  fam- 
ily— consisting  of  Lawrence,  Marcia 
and  Micaela  — has  pledged  a $100,000 
life  insurance  policy  payable  at  matu- 
rity to  the  Museum’s  endowment 
fund.  This  is  wonderful  support  for 
the  Museum. 

Lawrence  Schuffman,  MSFS,  CFP®, 
CLU  is  a dedicated  professional  in 
the  financial  world  who  specializes 
in  Estate  and  Retirement  Planning 
through  Summit  Financial  Resources, 
Inc.  with  offices  in  New  York  City  and 
Parsippany,  New  Jersey.  The  Schuff- 
rnans  followed  the  Museum’s  growth 
with  great  interest  and  participated  in 
the  members’  opening  at  48  Wall  Street 
last  year.  Larry  and  his  family  felt  that 
they  could  best  indicate  their  enthusias- 
tic support  for  the  Museum  by  joining 
the  Futures  Society.  They  chose  to  set 
up  a life  insurance  policy — and  fund 
the  premium  annually  until  the  policy 
matures  as  a gift  to  the  Museum. 


It  is  easy  to  enroll  in  the  Futures 
Society.  Interested  members  and  friends 
can  arrange  for  one  of  the  following: 
a)  the  Museum  to  be  included  in  your 
will,  b)  the  Museum  to  be  a beneficiary 
designated  in  your  retirement  plan,  or 
c)  naming  the  Museum  as  owner  and 


beneficiary  of  a life  insurance  policy. 
Tax-advantaged  gifts  of  securities, 
property  or  art  may  also  be  made  over 
time.  For  additional  information  please 
contact  Jeanne  Baker  Driscoll  at 
jdriscoll@financialhistory.org  or  212- 
908-4694.  Ha 


Lawrence  Schuffman  and  his  family  are  the  newest  members  of  the  Museum's  Futures  Society. 
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Projects  of  any  size  undertaken  worldwide 
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Free  Initial  Consultation 
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e-mail: 
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Regional  Offices 
Ithaca,  NY;  Houston; 
Vancouver 

Learn  Something  Old 
Every  Day 


9 


Win  itr 


r 


Probability,  Gambling  and 
the  Origins  of  Risk  Management 


By  Dan  Cooper  and  Brian  Grinder 

The  Chevalier  de  Mere,  a 17th 
century  gambler  and  dabbler  in  math- 
ematics, once  asked  Blaise  Pascal  a 
question  that  began  a revolution  in 
the  way  people  think  about  the  future. 
Many  historians  trace  the  origins  of 
modern  risk  management  back  to  de 
Mere’s  question.  De  Mere  probably 
had  no  intention  of  starting  a revolu- 
tion; his  interest  in  mathematics  sprang 
primarily  from  the  realization  that  it 
could  make  him  a better  gambler.  The 
question,  which  he  evidently  posed  to 
several  mathematicians,  had  to  do  with 
solving  “The  Problem  of  Points.” 

“The  Problem  of  Points”  was  first 
discussed  in  print  by  none  other  than 
Luca  Pacioli,  of  double  entry  account- 
ing fame,  in  1494.  The  problem  is  this: 
Suppose  two  gamblers  have  agreed 
to  toss  a fair  coin  until  one  of  them 
has  won  a specified  number  of  tosses. 
Each  player  bets  the  same  amount 
on  the  game,  and  they  agree  that  the 
first  player  to  win  three  tosses  gets 
the  stakes.  The  game  commences  with 
the  first  player  winning  twice  and 
the  second  player  winning  once.  The 
gamblers  are  ready  to  toss  the  coin 
again,  but  unfortunately,  the  game 
comes  to  an  abrupt  halt  and  cannot  be 
finished  (maybe  the  police  show  up  to 
raid  the  illegal  gaming  facility  they  are 
frequenting  or  perhaps  a loan  shark 
suddenly  appears  to  collect  money 
from  one  of  the  players).  The  question 
posed  by  de  Mere  was  not  how  to  best 
escape  the  pursuers,  but  how  to  split 
the  pot  between  the  two  participants. 

The  answer  to  this  seemingly  sim- 
ple question  had  eluded  both  gamblers 
and  mathematicians  for  at  least  200 
years.  Many  thought  it  was  impossible 


to  arrive  at  a solution.  Keith  Devlin 
writes:  “...before  the  Middle  Ages, 
no  one  suspected  it  was  possible  to 
quantify  the  likelihood  of  some  future 
event  such  as  the  outcome  of  the  roll 
of  a dice.  Events  that  were  not  in  some 
way  predetermined  were  thought  to  be 
beyond  rational  analysis.  The  future 
was  a matter  determined  by  God. ..and 
there  is  nothing  anyone  can  do  about 
it  other  than  pray  and  show  allegiance 
to  whatever  deity  you  believe  controls 
your  destiny.” 

Pascal  was  a complicated  man 
probably  best  described  by  the  subtitle 
of  historian  Donald  Adamson’s  biog- 
raphy as  a Mathematician,  Physicist 
and  Thinker  about  God.  Adamson 
contends,  “Never  again  has  an  inter- 
est in  mathematics  and  an  interest  in 
the  religion  of  the  Gospel  been  com- 
bined in  one  person  to  such  a high 
degree.”  This  apparent  dichotomy  has 
especially  puzzled  Americans  who, 
because  of  a strongly  held  belief  in 
the  separation  of  church  and  state, 
tend  to  push  religious  issues  out  of 
the  public  square.  Peter  Bernstein, 
unable  to  reconcile  these  two  sides  of 
Pascal,  simply  dismisses  his  religious 
life  as  zealotry  that  eventually  led  him 
to  convictions  that  were  “essentially 
anti-intellectual.” 

Religious  issues  aside,  Pascal  tried 
to  solve  “The  Problem  of  Points”  but 
couldn’t  decide  if  he  should  consider 
all  possible  outcomes  in  arriving  at 
the  solution.  For  instance,  if  the  final 
two  tosses  are  either  Heads  Heads  or 
Heads  Tails,  the  outcome  is  the  same, 
player  one  wins  on  the  fourth  toss, 
there  is  no  need  for  the  fifth  toss  and 
the  game  ends.  To  resolve  the  issue, 
he  turned  to  Pierre  de  Fermat,  one  of 
the  foremost  mathematicians  in  the 


world.  Fermat  took  a strictly  algebraic 
approach  to  the  problem  and  in  a 
series  of  letters  (the  two  never  met  face 
to  face)  convinced  Pascal  that,  in  order 
to  solve  the  problem  correctly,  all  pos- 
sible outcomes  must  be  considered.  For 
the  first  time  in  history  it  was  possible 
to  correctly  determine  the  distribution 
of  the  stakes.  (For  our  example,  player 
one  should  be  given  75%  and  player 
two  should  get  the  remaining  25%. 
See  Kaplan  and  Kaplan,  pp.  25-30  for 
a detailed  explanation.) 

Adamson  has  described  this  accom- 
plishment as  releasing  “the  sciences 
from  the  straitjacket  of  absolute  cer- 
tainty, [and]  establishing  instead  the 
concept  of  a stochastic  universe.”  But 
how  could  the  answer  to  a gambler’s 
question  by  a couple  of  mathematicians 
who  saw  it  merely  as  an  interesting 
intellectual  exercise  be  such  a tremen- 
dous accomplishment?  The  answer  lies 
in  the  ability  to  predict  the  future  based 
on  likely  outcomes  alone.  The  future 
was  no  longer  the  exclusive  domain  of 
the  divine  will  or  of  fate;  it  could  actu- 
ally be  predicted  with  mathematics  by 
mere  mortals!  No,  the  future  could  not 
be  predicted  with  certainty,  but  a rea- 
sonable estimate  could  now  be  made  of 
future  uncertain  events. 

As  with  most  new  ideas,  this  one 
caught  on  slowly;  early  applications 
of  probability  theory  seemed  either 
unpractical  or  frivolous.  Pascal  used 
probability  theory  in  his  famous  wager 
about  the  existence  of  God  but  never 
really  pursued  it  into  other  areas  such 
as  managing  risk.  Abraham  de  Moivre 
used  his  knowledge  of  probability  and 
mathematics  to  accurately  predict  the 
date  of  his  own  death  at  the  age  of  87. 
Apparently  de  Moivre  noticed  that  he 
was  sleeping  a little  longer  each  night 
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and  used  that  fact  to  predict  the 
day  he  would  simply  not  awake 
(November  27,  1754).  The  first 
practical  application  of  proba- 
bility theory  was  in  the  study  of 
mortality  rates.  During  the  same 
decade  that  Pascal  and  Fermat 
were  struggling  with  “The  Prob- 
lem of  Points,”  John  Graunt 
was  busy  compiling  statistics 
on  London's  mortality  rates. 

This  information  was  later  used 
by  Christiaan  Huygens  who 
applied  probability  theory  to 
Graunt’s  data  in  an  attempt  to 
calculate  life  expectancies,  and 
the  stage  was  set  for  the  introduction  of 
insurance  as  a risk  management  tool. 

In  hindsight,  probability  theory  has 
obvious  application  to  the  field  of 
insurance,  but  its  close  association 
with  gambling  thwarted  such  applica- 
tion for  decades.  In  18th  century  Lon- 
don, it  was  possible  to  buy  policies  to 
insure  against  such  things  as  adultery 
or  losing  the  lottery.  Insurance  was 
also  used  to  bet  on  the  outcome  of 
certain  battles  or  on  the  life  span 
of  celebrities.  According  to  Lorraine 
Daston,  “Both  insurance  offices  and 
their  customers  were  for  the  most  part 
betting  on  the  future  not  planning  for 
it.”  Daston  also  notes  that  insurance 
contracts  were  sometimes  used  to  dis- 
guise usurious  loans  and  contends  that 
the  early  insurance  industry  “was  not 
simply  astatistical;  it  was  antistatisti- 
cal.”  The  link  between  insurance  and 
gambling  would  not  be  broken  until 
well  into  the  1 9th  century  and  would 
greatly  hinder  the  use  of  probability 
and  statistics  in  the  development  of 
financial  risk  management  as  attempts 
to  quantify  risk  would  not  be  made 
until  the  middle  of  the  20th  century. 

The  tortuously  slow  development  of 
risk  management  began  in  the  lowly 
gambling  halls  of  Europe  but  eventu- 
ally led  to  an  extremely  sophisticated 
industry  that  today  manages  billions 


of  dollars  in  assets.  At  its  origins,  Pas- 
cal and  Fermat  assumed  that  the  game 
under  consideration  was  fair:  the  coin 
didn't  have  heads  on  both  sides  and 
the  dice  wasn't  loaded.1  Part  of  the 
role  of  today’s  risk  manager  is  to  rec- 
ognize when  the  game  isn't  fair,  and 
part  of  the  risk  they  must  assess  is  the 
possibility  of  corruption.  An  anony- 
mous risk  manager  recently  wrote,  “In 
January  2007  the  world  looked  almost 
riskless, ..it  was  the  most  benign  risk 
environment  we  had  seen  in  20  years.” 
This  outlook,  apparently  shared  by 
scores  of  risk  managers,  led  to  a lacka- 
daisical approach  to  risk  management 
which,  in  spite  of  all  its  sophistication, 
failed  to  appreciate  the  ever-present 
temptation  in  the  financial  markers  to 
make  dishonest  gains. 

Financial  economist  Robert  Sh i Her 
acknowledges  that  financial  innova- 
tions can  lead  to  “secret  dealings, 
deception  and  even  fraud,”  but  he 
argues  that,  “New  technology,  with 
all  its  power,  is  always  dangerous,  and 
accidents  happen  as  our  society  learns 
how  to  control  it.  In  the  early  age  of 
steam,  many  people  were  killed  by 
boiler  explosions,  in  the  early  age  of  air 
travel,  by  airplane  crashes.”  He  goes 
on  to  assert  that  such  accidents  were 
dramatically  reduced  through  techno- 
logical advances  and  is  convinced  that 
we  will  eventually  be  able  to  tame 


the  financial  innovations  that 
have  been  so  disruptive  as  of 
late.  But,  as  the  91 1 terrorists 
so  clearly  demonstrated,  there 
will  always  be  those  who  will 
abuse  technology,  and  we 
must  constantly  be  on  the 
lookout  for  them.  Likewise, 
there  will  always  be  unscru- 
pulous participants  in  the 
financial  markets  in  search 
of  an  easy  dollar.  Corruption 
and  irresponsible  behavior,  of 
course,  is  not  limited  to  finan- 
cial innovations.  The  recent 
rash  of  old  fashioned  Ponzi 
schemes  that  have  been  uncovered  in 
both  large  metropolitan  areas  such  as 
New  York  City  and  small  rural  out- 
posts such  as  Grand  Island,  Nebraska 
have  left  investors  from  every  walk  of 
life  with  huge  losses. 

The  recent  market  turbulence  can  be 
blamed  on  a number  of  factors,  but  it 
is  clear  that  much  of  the  downturn 
could  have  been  avoided  if  a certain 
level  of  integrity  had  been  maintained. 
Since  totally  honest  markets  are  as 
unlikely  as  perfectly  efficient  markets, 
risk  managers  cannot  simply  depend 
on  sophisticated  formulas  or  the  opin- 
ions of  ratings  agencies.  Probability 
theory  has  been  a powerful  tool  for  risk 
managers,  but  it  must  be  accompanied 
by  an  understanding  of  the  corrupting 
power  of  money.  Perhaps  we  can  learn 
something  from  Pascal’s  interest  in  reli- 
gion and  morality  after  all.  na 

Brian  Grinder  is  a professor  at  Eastern 
Washington  University  and  a member 
of  Financial  History’s  editorial  hoard. 
Dr.  Dan  Cooper  is  the  president  of 
Active  Learning  Technologies. 

Sources 

Adamson,  Donald.  Blaise  Pascal:  Mathema- 
tician. Physicist  and  Thinker  about  God. 
New  York:  St.  Martin’s  Press,  1995. 
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By  Jane  Kamensky 

On  the  last  day  of  February,  1809, 
the  Farmers  Exchange  Bank  of  Glouc- 
ester, Rhode  Island  quit  business  and 
entered  history,  becoming  the  first 
chartered  bank  in  the  United  States  to 
fail.  People  who  filed  past  the  Masonic 
Hall  on  Gloucester’s  muddy  Main 
Street  found  its  first-floor  windows 
shuttered,  the  Bank’s  sign  taken  down. 
When  the  cashier  locked  the  doors  for 
the  last  time  and  handed  the  keys  to 
the  sheriff,  nearly  $600,000  worth  of 
Farmers  Exchange  notes  were  cours- 
ing through  New  England.  When  state 
examiners  opened  the  vault,  they  dis- 
covered how  much  hard  money  was 
backing  those  paper  promises:  exactly 
$86.48  in  specie. 

All  that  spring  and  summer,  in  count- 
ing-houses and  almshouses  from  Provi- 
dence to  Detroit,  and  in  pamphlets  and 


newspapers  printed  up  and  down  the 
eastern  seaboard,  stories  swirled  around 
the  small  bank’s  collapse.  Pens  poured 
out  pity  for  the  laborers  and  shopkeep- 
ers who  had  traded  sweat  and  goods 
for  money  no  better  than  waste  paper. 
Gossips  scourged  Andrew  Dexter,  Jr., 
the  Boston-based  speculator  who  had 
taken  over  the  Farmers  Exchange  just 
one  year  before,  and  milked  it  dry 
to  construct  the  seven-story  Boston 
Exchange  Coffee  House,  that  “Babel 
of  Brick  and  White  Marble”  funded  by 
an  “immense  floating  mass  of... paper 
TRASH,”  as  the  Pittsfield  Sun  put  it. 

The  “Grand  Enchanter”  who  pulled 
down  the  Farmers  Exchange  — a 
character  equal  parts  dreamer  and 
confidence  man,  a genuine  American 
archetype— makes  a compelling  pro- 
tagonist. Or  at  least  I thought  so;  I 
wrote  a book  about  him.  But  this  is 
not  his  story.  This  is  a clerk’s  tale. 


Today,  Farmers  Exchange  Bank  bills 
are  among  the  most  common — which 
is  to  say,  the  cheapest — of  all  “bro- 
ken” bank  notes.  They  turn  up  on 
Internet  auction  sites  and  at  obsolete 
coin  dealers  with  numbing  regularity. 
I own  several,  for  which  I paid  not 
much  more  than  their  face  values, 
long  since  traduced. 

These  fragile  slips  of  thin  paper 
have  endured  down  the  generations 
for  a number  of  reasons:  because 
Andrew  Dexter  issued  them  in  num- 
bers so  ludicrous  that  they  ceased  to 
function  as  a medium  of  exchange 
well  before  hands  and  pockets  wore 
them  out.  Because  once  they  became 
worthless  as  money,  they  were  too 
densely  printed  to  use  as  scrap  paper, 
and  not  substantial  enough  to  make 
decent  kindling,  or  even  toilet  paper. 
Perhaps  they  survive  for  sentimental 
reasons  as  well:  they  were  talismans, 
rosary  beads  of  early  capitalism,  trac- 
ing powerful  mysteries  of  loss  and 
deception.  Or,  just  maybe,  people 
hung  onto  them  because  they  were 
hand-signed,  marked  with  evidence  of 
human  intention  to  make  good,  how- 
ever empty  it  proved  in  the  end. 

Every  early  American  bank  note 
bore  two  signatures.  The  bank  presi- 
dent endorsed  the  lower  right-hand 
corner;  the  cashier  inked  his  good  name 
to  the  left.  Those  autographs  embod- 
ied the  real  obligations  of  real  people, 
the  note’s  pledge  to  pay  its  bearer  real 
money  on  demand.  The  early  Ameri- 
can bank  note  was  a frozen  gesture:  a 
handshake  caught  mid-grip,  a speech 
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acr  committed  to  paper  and  stretched 
over  time  and  space.  “The  President, 
Directors,  and  Company  Promise...," 
the  formula  ran.  We  do.  In  the  space 
marked  “Cashier,”  William  Colwell 
put  pen  to  every  one  of  the  hundreds 
of  thousands  of  notes  that  the  Farmers 
Exchange  Bank  floated  between  March 
1808  and  March  1809.  Written  with  a 
hand-cut  quill  in  iron  gall  ink,  well- 
spaced and  evenly  aligned,  the  merest 
flourish  connecting  the  “W"  and  the 
“C”:  WColwell  transferred  the  Bank’s 
good  faith  to  paper. 

Who  was  WColwell ? 

Like  most  ordinary  folks  in 
the  new  American  republic, 
he  left  few  traces  of  his 
early  life  on  the  historical 
record.  Born  in  1780  into 
a Quaker  farming  family  I 
in  remote  northwest  Rhode 
Island,  he  spent  his  youth  in 
the  hamlets  of  Foster  and 
nearby  Smithfield,  arriv- 
ing in  the  neighboring  vil- 
lage of  Cdoucester  some 
time  after  1800.  There  he 
worked,  off  and  on,  as  a 
teacher.  Though  he  tutored 
their  sons  and  daughters, 

Colwell  did  not  reach  the  upper 
echelons  of  Gloucester’s  admirtedlv 
truncated  society.  His  name  does  not 
appear  among  the  officers  of  the  town 
militia,  the  brethren  of  its  Masonic 
Lodge,  or  the  shareholders  in  its  mod- 
est subscription  library.  But  if  Colwell 
lacked  refinement,  he  had  something 
that  recommended  him  to  the  direc- 
tors of  the  Farmers  Exchange  Bank: 
fluid  handwriting,  and  at  least  some 
modest  ciphering  ability.  Too  modest, 
it  would  turn  out. 

Perhaps  Colwell  had  learned  pen- 
manship and  bookkeeping  from  a 
local  dame  school  in  Foster.  The  cen- 
tral goal  of  a clerk’s  education  was 
the  attainment  of  what  one  conduct 
manual  called  a “Clerk-like  Manner 
of  Writing,  fit  for  the  Dexterous  Dis- 
patch of  Business.  ’ The  clerk  armed 
with  quill  and  penknife,  much  like  the 


building  craftsman  outfitted  with  adze 
and  level  and  compass,  was  a manual 
laborer.  Yet  the  clerk  aspired , seeking 
fortune  in  a culture  that  increasingly 
rewarded  hard  work  over  high  birth. 
Boys  like  Colwell  heard  rales  of  farm- 
ers' sons  who  became  shopkeepers, 
shopkeepers  who  turned  merchant, 
merchants  who  ended  up  as  magnates. 
Such  stories  were  the  stuff  of  dreams 
for  rural  New  Englanders  who  sensed 
that  the  merchant  was  the  new  cen- 
tury’s master  builder  and  paper  its 
dominant  medium. 


Boston  Exchange  Coffee  House,  as  remembered  in  1832 


With  a small  population  almost 
uniformly  dedicated  to  the  hardscrab- 
ble life  of  subsistence  farming,  Glouc- 
ester, Rhode  Island  offered  few  jobs 
ro  a young  man  who  preferred  the 
pen  to  the  hoe.  William  Colwell  had 
managed  to  find  one.  I he  directors  of 
the  Farmers  Exchange  elected  him  to 
replace  their  retiring  cashier  in  March 
1808.  1 wo  weeks  later,  they  sold  the 
Bank  to  Andrew  Dexter,  |r. 

Colwell’s  new  job  would  make 
large  claims  upon  his  practiced  hand 
and  loyal  temperament.  In  such  a small 
operation,  the  cashier  managed  virtu- 
ally all  of  the  bank's  daily  operations. 
When  the  directors  conferred,  Colwell 
would  take  the  minutes  and  tally  the 
votes.  When  mail  stages  fought  their 
way  over  rotten  roads  to  Gloucester, 
Colwell  would  repair  to  the  post  office 


to  collect  the  Bank's  correspondence. 
When  customers  came  to  the  Masonic 
Hall  to  redeem  bank  notes  for  specie, 
Colwell  counted  the  coins. 

Despite  his  vital  role  in  the  Bank's 
operations,  the  cashier’s  pay  was 
modest:  roughly  64  cents  for  every 
working  day.  In  a city  like  Boston  or 
Providence,  common  laborers  made 
as  much  as  Colwell  did,  and  skilled 
craftsmen  pulled  down  considerably 
more.  Would  such  a modest  wage 
nurture  sufficient  devotion?  Soon  after 
he  bought  the  business,  Andrew  Dex- 
ter took  rbe  unusual  step  of 
making  Colwell  a director 
of  the  Bank.  And  he  told  the 
cashier  he  deserved  “twice 
as  much  as  the  Directors 
had  agreed  to  give,  and  if  the 
Directors  did  not  pay  it... he 
would,”  promptly  disburs- 
^ ing  a bonus  of  $200,  a for- 

tune to  a man  of  Colwell’s 
5 humble  station.  No  matter 
| that  the  windfall  consisted 
1 of  Farmers  Exchange  notes. 

William  Colwell  was  not 
^ especially  proficient  at  math. 
In  the  coming  months  Dex- 
ter's representatives  would 
point  out  the  cashier’s  frequent 
“mistake[s]  in  counting.”  Bur  what 
he  lacked  in  ciphering  skill  lie  made 
up  for  in  fealty.  And  so,  when  his 
new  benefactor  asked  him  to,  Colwell 
“delivered  the  stereotype  dies,  used  by 
said  Bank,  in  impressing  their  bills,  to 
Andrew  Dexter.” 

By  summer,  Dexter  was  using  those 
dies,  and  William  Colwell’s  dutiful 
nature,  to  satisfy  a ravenous  and  grow- 
ing appetite  for  bank  notes.  Did  Col- 
well know  anything  about  the  Boston 
building  that  ate  money?  Every  day  on 
Congress  Street  a battalion  of  labor- 
ers worked  to  complete  the  Exchange 
Coffee  House.  Every  week  crews  pre- 
sented Dexter  with  their  bills.  Every 
month  the  men  who  had  loaned  him 
money  to  buy  land  sent  their  clerks  to 
collect.  Gloucester  paper  — along  with 
notes  from  banks  Dexter  had  com- 
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$5  bank  note 
from  the  Farmers 
Exchange  Bank 
of  Gloucester, 
Rhode  Island, 
1808. 


mandeered  in  Massachusetts,  Maine, 
Michigan  and  Ohio  — kept  the  mas- 
sive tower  afloat. 

In  July,  Dexter  asked  Colwell  to 
forward  him  “all  the  bills  now  on 
hand”  in  Gloucester.  The  Exchange 
devoured  that  supply  in  less  than  a 
month.  Dexter  had  additional  bills 
printed,  sending  the  blanks  to  Colwell 
for  signature.  At  the  end  of  August, 
Dexter  visited  Colwell  at  the  Bank 
and  returned  to  Boston  with  more 
than  $40,000  in  newly-signed  Farm- 
ers Exchange  notes.  A week  later  a 
messenger  brought  Colwell  another 
$200,000  in  unsigned  bills:  twos,  fives, 
and  tens  printed  four  to  the  page  on 
8,000  specially  watermarked  sheets. 

So  it  went  through  the  waning 
months  of  1808.  No  sooner  would 
Colwell  set  down  his  pen  and  un-kink 
his  hand  than  the  next  entreaty  would 
arrive,  seeking  “as  large  as  possible” 
a shipment  of  bills.  Sometimes,  the 
plea  came  with  some  padding  for  the 
Bank’s  dwindling  coffers:  a little  specie 
to  be  doled  out  judiciously  to  insistent 
customers,  or  notes  from  other  banks 
in  Dexter’s  network,  whose  penmen 
labored  under  like  pressures.  Always, 
Dexter  offered  assurances  that  more, 
much  more,  would  quickly  follow.  But 
more  than  false  promises  and  flimsy 
excuses,  Dexter  presented  incessant, 
insatiable  demands  for  notes.  Colwell 
should  busy  himself  “constantly  in 


signing  bills.”  Ever  dutiful,  the  cashier 
took  his  boss’s  injunction  to  heart.  A 
man  who  rented  rooms  in  “the  house 
where  the  Bank  was  kept”  sometimes 
heard  Colwell  arriving  “as  early  as 
two  o’clock  in  the  morning,  and  very 
often  at  four  o’clock.” 

Yet  no  matter  how  many  sleepless 
nights  he  spent  hunched  over  his  pen, 
Colwell  could  not  keep  up  with  Dex- 
ter’s hunger  for  paper,  especially  after 
the  Farmers  Exchange  notes  began 
to  depreciate.  By  December,  with  a 
cartel  of  Boston  merchants  organized 
against  Dexter’s  banks,  Gloucester 
bills  were  trading  at  80  cents  on  the 
dollar.  So  Dexter  sent  Colwell  another 
$200,000  in  unsigned  notes,  explain- 
ing that  he  must  have  the  cash  “imme- 
diately or  it  will  be  too  late.”  If  the 
cashier  could  estimate  at  “what  hour 
you  will  have  ready  for  me  50,000, 
and  at  what  hour  afterwards  [another] 
50,000,  and  so  on,”  Dexter  would 
“have  a safe  messenger  ready”  to  fetch 
each  installment. 

“Thy  letter  with  bills,  8c  c.  I have 
at  this  moment  received,”  Colwell 
answered,  in  his  plain  Quaker  idiom. 
“I  shall  sign  as  fast  as  I can... mostly 
in  the  evening.  I believe  I can  finish 
50,000  a week.”  Some  of  the  sheets 
he  filled  out  “with  so  much  precipita- 
tion” that  the  notes  went  off  without 
dates  or  numbers.  Still  it  was  not 
fast  enough.  Colwell  should  “sign  at 


least  twice  as  many  more  during  the 
next  week,”  Dexter  insisted.  “I  wish 
you  would  work  day  and  night  so  as 
to  sign  if  possible  $20,000  a-day.” 
Stationed  at  the  base  of  Dexter’s  pyra- 
mid, the  cashier  carried  the  weight 
of  the  entire  ungainly  structure  on 
his  back.  Nonetheless,  Colwell  would 
“endeavour... to  be  as  contented  as 
possible,  and  bear  my  heavy  load 
without  a murrnur.'” 

As  winter  closed  in,  worry  turned 
to  panic  in  Gloucester,  and  Colwell’s 
load  grew  heavier.  “The  discontent 
and  irritation  among  the  people  is  very 
great,”  he  told  his  boss.  Rumors  pro- 
liferated wildly,  and  runners  massed 
at  the  counter  daily.  “Can  something 
be  done  to  help  us  a little?”  the  cashier 
entreated.  “Our  specie  is  now  reduced 
to  less  than  $200,  and  nearly  all  the 
bills  we  have  heretofore  received  are 
paid  out.”  Dexter  had  only  words  to 
offer  in  exchange.  “I  have  made  such 
arrangements  as  render  it  morally 
certain,  that... the  difficulties  will  all 
be  remedied,”  he  promised  Colwell 
on  Christmas  day.  “I  feel  very  much 
indebted  to  you  for  your  attention  to 
the  business  of  the  Bank  and  your  zeal- 
ous services.  Be  in  good  spirits,  and  I 
believe  everything  will  end  well.” 

By  then  Colwell  knew  that  it  would 
not,  could  not  end  well.  Across  New 
England,  shopkeepers,  alarmed  by  a 
steady  drumbeat  of  printed  warnings 
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and  exchange  alley  gossip,  imposed 
ever-sreeper  premiums  on  goods  bought 
with  notes  from  Dexter’s  banks.  Like 
frantic  players  in  the  last  round  of  a 
game  of  financial  hot  potato,  ordi- 
nary folks  caught  holding  the  tainted 
monies  paid  these  inflated  prices,  hop- 
ing to  dump  their  notes  before  the 
music  stopped.  A few  rapacious  bro- 
kers smelled  profit  and  hawked  a 
“good  chance  to  get  rid  of  Suspicious 
Bills.”  But  soon  even  the  speculators 
grew  cautious.  Come  late  January, 
the  Gloucester  notes  were  trading  at 
discounts  of  30-50%. 

On  February  8,  Dexter  once  again 
asked  Colwell  to  forward  any  and  all 
bills  “which  may  now  be  ready.”  The 
next  day,  the  cashier  dispatched  a par- 
cel of  S I ",000  in  Farmers  Fxchange 
Bank  notes:  a small  cargo  compared  to 
the  amounts  he  had  sent  to  Boston  since 
autumn,  but  a distinctive  one,  nonethe- 
less. The  shipment  would  be  his  last. 

• • • 

Three  weeks  later,  after  he  had  locked 
up  the  Farmers  Exchange  Bank  and 
given  the  lawmen  the  keys,  William 
Colwell  sat  outside  the  General  Assem- 
bly’s chambers  waiting  his  turn  to  tes- 
tify when  another  of  Dexter’s  clerks 
appeared,  bearing  yet  another  urgent 
request  for  paper.  Dexter  ordered: 
Colwell  must  head  at  once  for  Boston, 
bringing  with  him  all  Bank  records 
not  already  in  the  state’s  possession. 
Fie  begged:  “Do  come  with  the  per- 
son who  will  hand  you  this  letter... 
PLEASE.”  He  promised:  “if  any  dam- 
age should  happen  to  you  in  conse- 
quence of  coining  here,  1 will  fully 
indemnify  you."  He  hectored:  “1  shall 
think  you  wholly  unpardonable  if  you 
do  not  come  instantly,  and  never  shall 
forgive  you  if  you  don’t.”  And  he  pre- 
vailed. In  a final  show  of  the  deference 
that  had  undone  him,  Colwell  walked 
out  of  the  proceedings,  “in  Contempt 
of  the  General  Assembly,”  as  if  Dex- 
ter’s word  was  law. 

It  was  nor.  The  sheriff  remanded 
Colwell  and  Dexter’s  messenger 
into  custody.  Several  days  later  they 


transferred  Colwell  to  the  Providence 
County  jail,  there  to  be  “safely  kept" 
while  a committee  of  the  Rhode  Island 
legislature  set  to  work  unraveling 
Dexter’s  tangled  empire.  They  began 
with  the  contents  of  the  vault:  not  the 
money — heaven  knows  there  wasn’t 
much  of  that  — but  the  letters  between 
Dexter  and  the  cashier.  Those  docu- 
ments formed  the  bulk  of  the  state's 
case.  After  a fortnight  in  lock-up,  even 
the  faithful  cashier  had  had  enough  of 
Dexter's  promises.  When  Colwell  took 
the  stand  on  March  15,  he  spared  no 
details  of  his  boss’s  perfidy.  More  wit- 
nesses followed,  none  as  damning  as 
the  clerk’s  rale. 

The  last  week  of  March,  the  com- 
mittee delivered  its  report  to  the  leg- 
islature before  a packed  audience  at 
the  Town  House  in  Providence.  “Such 
a scene  of  dishonesty,  dissimulation, 
turpitude  and  everything  that  is  iniq- 
uitous,” the  Rhode  Island  American 
reported,  “was  never,  we  believe, 
before  exhibited  to  an  astonished  pub- 
lick."  The  aghast  public  grew  larger 
when  the  proceedings  were  published 
as  a dense  42-page  tract,  available  for 
purchase  in  Providence,  Boston  and 
beyond.  Calling  himself  “A  Friend 
to  Honesty,”  a writer  in  the  Ameri- 
can proclaimed  that  the  “astonished 
reader  will  survey  in  that  pamphlet 
every  principle  of  honour,  probity  and 
faith  sported  with  like  dice,  and  such 
knavery  practiced  that  infamy  herself 
would  almost  blush  to  record  it.” 
Dexter's  allies  were  said  to  have  pur- 
chased 1,000  copies  of  the  Report  and 
“consigned  them  to  the  flames.” 

But  the  pamphlet  survived,  turning 
the  collapse  of  the  Farmers’  Exchange 
into  a “Banking  Drama,”  and  the 
obscure  clerk  William  Colwell  into  one 
of  its  “principle  characters.”  Colwell’s 
deposition  runs  to  more  than  six  closely- 
printed  pages,  and  his  transcribed  let- 
ters occupy  many  more.  And  then,  of 
course,  there  were  the  signatures:  hun- 
dreds of  thousands  of  WColwells,  each 
one  utterly  authentic  and  completely 
worthless.  That  Dexter  extracted  pen- 


manship he  could  so  easily  have  forged 
is  telling.  William  Colwell’s  autograph 
straddled  the  line  between  heedless  dar- 
ing and  deliberate  fraud,  a faint  line 
that  would  grow  fuzzier  still  as  the  new 
19th  century  wore  on. 

Andrew  Dexter  destroyed  William 
Colwell,  whose  once-good  name  dis- 
appears from  the  record  after  1809. 
But  he  saved  him  as  well  — saved  his 
quiet,  plain  voice  for  posterity:  a 
clerk’s  tale.  In  the  pages  of  the  Report , 
we  can  hear  an  ordinary  penman 
pleading,  resisting,  struggling  to  make 
sense  of  the  cosmic  anarchy  of  early 
capitalism.  D3 

Jane  Kamensky , Professor  of  History 
and  chair  of  the  Department  of  His- 
tory at  Brandeis  University , is  the 
author  of  The  Exchange  Artist:  A Tale 
of  High-Flying  Speculation  and  Amer- 
ica’s First  Banking  Collapse  (New 
York:  Viking/  Penguin,  2008),  and 
Blindspot  (Spiegel  c>''  Gran,  2008),  a 
novel  written  jointly  with  Jill  Lepore. 

A Note  on  Sources 

This  essay  is  adapted  from  chapter  three  of 
The  Exchange  Artist : A Tale  of  High-Fly- 
ing Speculation  and  America's  First  Bank- 
ing Collapse,  where  full  citations  can  be 
found  in  the  endnotes.  For  Colwell's  tale, 
see  especially  Report  of  the  Committee 
Appointed  by  the  General  Assembly  of  the 
state  of  Rhode- Island  and  Providence  plan- 
tations. At  the  February  session,  A.D.  1809 
to  Inquire  into  the  Situation  of  the  Farm- 
ers' Exchange  Bank  in  Glocester  ([Provi- 
dence): [March)  1809).  On  clerks  in  the 
early  American  republic,  see  also  Thomas 
Augst,  The  Clerk's  Tale:  Young  Men  and 
Moral  Life  in  Nineteenth-Century  America 
(Chicago:  University  of  Chicago  Press, 
2003);  Brian  I.uskey,  “Jumping  Counters 
in  White  Collars:  Manliness,  Respectabil- 
ity, and  Work  in  the  Antebellum  City,” 
Journal  of  the  Early  Republic  26  (Summer 
2006):  173-219;  and  Luskey’s  book  in 
press,  On  the  Make:  Striving  Clerks,  Coun- 
ter Jumpers,  and  the  Quest  for  Capital  in 
Nineteenth-Century  America  (forthcom- 
ing, New  York  University  Press). 
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By  Kenneth  Snowden 

The  nation’s  residential  and  com- 
mercial mortgage  markets  are  playing 
central  roles  in  the  current  financial 
crisis,  and  much  of  the  drama  involves 
securitization.  This  is  a debut  of  sorts 
for  a financial  innovation  that  oper- 
ated largely  within  the  confines  of  fed- 
eral sponsorship  before  1990  and  was 
not  severely  tested  by  disruptions  in 
the  mortgage  market  in  the  1980s  and 
1990s.  Adding  to  the  apparent  novelty 
of  the  current  crisis  is  the  increased 
importance  over  the  past  decade  of 
privately-sponsored  securitization  and 
complex,  financially-engineered  secu- 
rities. Exploring  the  causes  and  con- 
sequences of  our  current  mortgage 
crisis,  in  short,  seems  at  times  like  a 
stroll  through  virgin  territory. 


A walk  through  the  more  distant 
past  provides  some  valuable  illu- 
mination at  this  juncture,  however, 
because  mortgage  securitization  was 
introduced  no  fewer  than  six  times 
in  the  United  States  before  1930,  and 
in  every  case  the  innovation  failed.  I 
examined  this  history  in  detail  in  1995 
and  concluded  that  “ [i]t  remains  an 
open  question  whether  private  securi- 
tization structures  can  become  a cost- 
effective,  stable  and  more  important 
component  of  the  modern  American 
mortgage  market”  (Snowden,  1995, 
p.  295).  I revisit  the  history  of  mort- 
gage securitization  in  this  article  with 
a spotlight  on  features  of  past  failures 
that  are  most  closely  related  to  ele- 
ments of  our  current  crisis.  To  do 
so  I focus  on  three  failed  attempts 
to  import  European-style  mortgage 


banking  to  the  U.S.  before  1900  and 
two  distinctly  American  innovations 
that  brought  securitization  to  residen- 
tial and  commercial  mortgage  markets 
in  the  1920s. 

But  is  this  history  relevant?  Perhaps 
not,  given  the  sweeping  changes  that 
have  occurred  over  the  past  seven 
decades  in  the  institutional  and  regu- 
latory landscape,  as  well  as  in  the 
methods  that  are  used  to  originate, 
service  and  securitize  mortgage  loans. 
Two  changes  of  most  recent  vintage, 
in  fact,  appear  to  have  played  cen- 
tral roles  in  the  current  crisis — the 
expanded  influence  of  Fannie  Mae  and 
Freddie  Mac  and  the  complexity  of 
opaque  subprime  securitizations,  col- 
lateralized debt  obligations  and  credit 
default  swaps.  But  history  can  be  a 
durable  and  persistent  scold.  Securiti- 
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zation  structures  before  1930,  just  like 
some  today,  were  undone  by  low  qual- 
ity mortgage  pools,  poorly  capitalized 
issuers  and  insurers,  and  misleading 
claims  by  underwriters.  So  it  makes 
sense  to  remember,  explore  and  under- 
stand these  past  failures  as  we  sort  out 
the  causes  of  the  current  crisis  and 
potential  policy  responses  to  it. 

Emulating  Europe 

The  securitization  movement  in  the 
U.S.  began  with  three  failed  attempts 
in  the  late  19th  century  to  import 
European-style  mortgage  banking. 
By  the  nnd- 1800s  mortgage- backed 
bonds  that  were  issued  by  mutually- 
owned  institutions  ( Landschaften ), 
privately-owned,  joint-stock  mortgage 
banks  and  a national  monopoly  bank 
(the  Credit  Fonder)  traded  in  Ger- 
many and  France  at  yields  as  low  as 
government  securities  and  in  markets 
as  thick  and  deep.  Observers  in  the 
U.S.  attributed  the  European  success 
to  a combination  of  public  ownership, 
strict  capital  requirements  and  strin- 
gent regulatory  oversight  that  ensured 
only  well-secured  mortgages  were 
placed  behind  the  securities.  The  mort- 
gage banking  structures  that  appeared 
in  the  U.S.  before  1900,  in  contrast, 
were  private  in  character,  poorly  regu- 
lated, and  had  difficulty  maintaining 
the  quality  of  the  mortgages  that 
secured  their  bonds. 

Two  groups  of  mortgage  banks 
were  introduced  in  the  1870s  to  facili- 
tate the  flow  of  funds  to  the  rapidlv 
developing  western  urban  areas.  The 
U.S.  Mortgage  Company  represented 
one  type;  it  was  organized  by  a coali- 
tion of  respected  American  and  Euro- 
pean investment  bankers,  including 
Pierpont  Morgan,  to  marker  high- 
yield,  mortgage-backed  bonds  in  con- 
tinental European  markets.  A second 
group  of  institutions  were  closely  affil- 
iated with  New  York  life  insurance 
companies;  numbered  among  these 
was  the  Mercantile  Trust  which  was 
organized  by  the  Equitable  insurance 
company  so  that  its  national  network 


of  life  insurance  agents  had  access 
to  an  additional  source  of  income  as 
mortgage  loan  originators. 

U.S.  Mortgage  and  Mercantile 
Trust  both  "failed"  not  because  they 
made  poor  quality  loans,  but  because 
they  stopped  lending  when  mortgage 
loan  quality  suffered  during  and  after 
the  crisis  of  1873.  The  interesting 
parr  of  these  stories  is  the  signifi- 
cant pressures  that  arose  from  within 
both  organizations  to  continue  mak- 
ing and  marketing  poor  quality  loans. 
Mortgage  loan  originations  by  U.S. 
Mortgage,  for  example,  regularly  fell 
behind  the  volume  required  to  back 
the  securities  that  the  French  orga- 
nizers issued  in  continental  markets; 
this  imbalance  made  the  decision  to 
curtail  lending  even  more  difficult  and 
contentious.  The  Mercantile  Trust, 
in  contrast,  felt  pressure  from  the 
origination  side  when  western  agents 
sent  in  a flood  of  loan  applications 
in  1873  as  the  crisis  reduced  income 
from  insurance  sales  and  renewals. 
The  New  York  office  disappointed, 
however,  by  approving  only  one-third 
of  the  applications  before  suspending 
new  lending  altogether. 

A third  attempt  to  establish  mort- 
gage banking  in  the  U.S.  was  less 
successful  in  resisting  the  pressures  to 
securitize  high-risk  mortgage  loans, 
and  this  time  the  failure  was  spec- 
tacular. Western  mortgage  companies 
first  appeared  in  the  1870s  to  broker 
and  service  farm  mortgage  loans  in 
the  Midwest  and  Great  Plains  for 
eastern  and  European  investors.  In 
the  mid- 1880s  several  of  these  well- 
respected,  old-line  companies  began 
to  place  whole  mortgages  in  eastern 
trust  accounts  and  to  issue  mort- 
gage-backed debentures  against  this 
collateral.  1 he  innovation  enjoyed 
a short-lived  popularity:  74  western 
companies  were  licensed  to  sell  mort- 
gage debentures  in  1890,  but  only 
seven  of  them  survived  until  1897. 
All  the  others  failed,  often  with  large 
numbers  of  mortgage  loans  held  in 
trust  that  violated  the  companies’  own 


underwriting  standards. 

The  owners  of  reputable  farm  mort- 
gage companies  could  have  stopped 
making  poor-quality  loans  just  as  U.S. 
Mortgage  and  Mercantile  Trust  had  a 
decade  earlier,  but  they  did  not.  We 
know  why  by  way  of  their  private 
correspondence  and  the  observations 
of  contemporaries.  First,  and  just  like 
U.S.  Mortgage,  the  demand  for  loans 
and  securities  overwhelmed  existing 
origination  facilities:  “...drafts,  money 
orders  and  currency  [were]  heaped 
upon  my  desk... I could  not  loan  the 
money  as  fast  as  it  came  in”  (Miller, 
1954,  p.  103).  Second,  in  this  envi- 
ronment loan  agents  competed  for 
borrowers  by  inflating  appraisals  and, 
therefore,  increasing  default  risk:  “The 
result  was  that  farmers  were  induced 
to  borrow  more  money  than  they 
ought  ever  to  have  had”  (Mappin, 
1889,  p.  439).  Finally,  efforts  to  rein 
in  lending  standards  were  frustrated 
because:  “If  the  traveling  inspectors 
were  too  strict,  the  local  representative 
could  easily  find  other  companies  with 
funds  to  loan. ..[so  that]  sub-agents 
and  borrowers  run  the  loaning  busi- 
ness in  this  stare  to  suit  themselves” 
(Rogue,  1955,  p.  144). 

Experimentation  with  European- 
style  mortgage  banking  in  the  late  1 9th 
century  U.S.  revealed  strong  pressures 
that  existed  within  securitization  struc- 
tures to  weaken  loan  standards  as  the 
demand  for  mortgage-backed  securities 
increased.  Managers  within  the  orga- 
nizations could  resist  these  pressures, 
as  did  the  organizers  of  U.S.  Mortgage 
and  Mercantile  Trust,  but  only  by  clos- 
ing down  lending  operations.  If  inside 
managers  did  not,  there  were  no  effec- 
tive external  mechanisms  that  prevented 
loan  quality  from  deteriorating — trust- 
ees verified  only  the  legal  form  of 
mortgage  loans  while  regulators  had 
neither  the  resources  nor  the  expertise 
to  effectively  monitor  lending  opera- 
tions. These  same  problems  appeared 
in  all  failed  securitization  structures  in 
the  U.S.  before  1930  — each  of  them 
ended  up  marketing  mortgage  loans 
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that  violated  normal  underwriting 
standards  without  bothering  to  call 
them  subprime. 

Adding  an  American  Twist 

In  the  first  decades  of  the  20th  cen- 
tury, two  distinctly  American  forms 
of  securitization  grew  rapidly  in 
northeastern  urban  areas  of  the  coun- 
try. These  innovations  represented 
departures  from  European  mortgage 
banking  precedents,  and  anticipated 
modern  securitization  practices,  by 
supporting  mortgage-backed  securi- 
ties with  mortgage  default  insurance 
and  independent  underwriters.  The 
failure  of  these  institutions  during  the 
late  1920s  and  1930s,  and  the  legisla- 
tion and  institutions  that  were  enacted 
in  the  wake  of  these  failures,  play  an 
important,  but  underappreciated,  role 
in  the  development  of  modern  mort- 
gage securitization  in  the  U.S. 

One  of  these  innovations  grew  out 
of  property  title  insurance  companies 
operating  in  New  York  state.  During 
the  1890s  some  of  these  agencies  began 
to  insure  not  only  the  property  titles 
that  were  involved  in  real  estate  trans- 
actions, but  also  the  payments  on  the 
associated  mortgage  loans  that  inves- 
tors had  negotiated  for  themselves  or 
purchased  from  a broker.  This  early 
form  of  private  mortgage  insurance 
was  not  formally  permitted  under 
New  York  law  until  1904,  but  soon 
thereafter  a few  guarantee  companies 
began  to  combine  mortgage  origina- 
tion with  insurance;  they  would  make 
loans  on  commercial  and  residential 
properties,  sell  these  loans  with  title 
and  default  insurance  policies,  and 
service  the  loans  for  the  investor  after 
the  sale.  By  1913  some  of  these  com- 
panies also  placed  mortgage  loans  in 
trust,  insured  the  payments  on  these 
loans,  and  sold  participation  certifi- 
cates in  these  mortgages. 

The  certificates  of  participation  were 
created  for  single  loans  and  on  groups 
of  loans.  Securitization  was  used,  there- 
fore, not  only  to  repackage  the  cash- 
flow from  mortgage  pools,  but  also  to 


sell  claims  on  a single  large  mortgage 
to  several  different  investors.  The  lat- 
ter motivation  was  the  driving  force 
behind  a second  innovation  that  gained 
wide  popularity  during  the  1920s,  the 
commercial  real  estate  bond.  These 
single-property  bonds  were  used  to 
finance  the  construction  and  ownership 
of  hotels,  apartment  houses  and  office 
buildings  in  the  nation’s  largest  urban 
centers,  especially  in  New  York  and 


loan  insurance  grew  from  $.5  to  nearly 
$3  billion;  $.8  billion  of  this  total  was 
written  on  certificated  mortgages.  The 
single-property  real  estate  bond  mar- 
ket grew  even  more  spectacularly  to  a 
total  volume,  conservatively  estimated, 
of  $4  billion  by  1930.  In  sum,  greater 
amounts  of  these  mortgage-backed 
securities  were  issued  each  year  in  the 
mid-1920s  than  bonds  of  industrial  or 
railroad  corporations. 
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Men,  women  and  children  from  New  York,  petitioning  the  President  for  relief  from  mortgage 
foreclosures,  photographed  when  they  called  at  the  White  House,  May  12,  1933. 


Chicago.  In  this  simple  securitization 
structure  the  deed  to  the  property  was 
placed  into  a trust  account  into  which 
the  owner  also  agreed  to  deposit  mort- 
gage interest  payments  and  sinking 
fund  contributions;  the  trustee  issued 
small-denomination  bonds  against  this 
collateral. 

Guaranteed  participation  certifi- 
cates and  single-property  real  estate 
bonds  were  first  used  before  World 
War  I,  but  earned  their  notoriety  dur- 
ing and  after  the  urban  building  boom 
of  the  1920s.  During  that  decade  the 
number  of  New  York  mortgage  guar- 
antee companies  increased  fivefold  and 
the  volume  of  outstanding  mortgage 
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It  took  nearly  an  entire  decade  to 
resolve  the  failures  that  decimated 
the  markets  for  real  estate  bonds  and 
guaranteed  participation  certificates 
in  the  late  1920s  and  early  1930s.  We 
know  a great  deal  about  these  episodes 
because  they  were  the  subject  of  inves- 
tigation by  the  Lehman  Commission 
in  New  York  and  the  Sabath  Commit- 
tee in  the  U.S.  Congress.  It  turned  out 
that  both  innovations  shared  weak- 
nesses with  the  farm  mortgage  deben- 
ture movement:  violations  of  loan 
underwriting  standards,  inadequate 
supervision  by  and  of  trustees,  and 
poorly  defined  procedures  governing 
reorganization  and  liquidation. 
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But  the  innovations  also  brought 
new  structural  weaknesses  that  fig- 
ured prominently  in  their  meteoric  rise 
and  subsequent  failures.  The  guaran- 
tee mortgage  companies,  for  example, 
were  required  to  hold  a reserve  fund 
in  support  of  their  mortgage  insur- 
ance policies;  the  amount  of  the  fund 
was  based  on  the  companies’  capital 
and  surplus,  however,  and  not  on  the 
amount  of  mortgage  insurance  it  had 
written.  The  companies,  as  a result, 
were  free  to  write  unlimited  amounts 
of  mortgage  default  insurance  without 
adding  reserves. 

Problems  in  the  real  estate  bond 
market,  on  the  other  hand,  resulted 
from  the  improper  actions  and  mis- 
representations of  the  bond  houses 
that  sponsored  these  issues.  These 
companies  served  as  trustees  but  also 
originated  and  serviced  the  mortgage 
loans,  issued  and  distributed  the  real 
estate  bonds,  and  maintained  second- 
ary markets  for  the  bonds  after  they 
were  issued.  The  bond  houses  accepted 
no  formal  liability  for  the  bonds,  but 
investors  appeared  to  have  relied  heav- 
ily on  their  judgments  and  assurances. 
So  heavily,  in  fact,  that  the  yields  on 
real  estate  bonds  were  determined  pri- 
marily by  the  identity  of  the  sponsoring 
house  rather  than  the  characteristics  of 
the  specific  encumbered  property  that 
represented  the  only  pledged  security 
behind  the  real  estate  bond. 

Participation  certificates  of  the 
mortgage  guarantee  companies  and 
single-property  real  estate  bonds  were 
swept  away  during  the  real  estate  crisis 
of  the  19.30s.  These  innovations  were 
already  vulnerable  when  the  crisis 
began,  however,  because  of  structural 
and  regulatory  flaws  that  left  them 
inadequately  capitalized  and  holding 
poor  quality  loans.  1 hese  weaknesses 
were  addressed  in  the  Securities  Act  of 
1 934  and  related  legislation,  bur  the 
demise  of  these  two  market  innova- 
tions in  the  1930s  marked  an  abrupt 
ending  to  a half-century  of  experimen- 
tation with  privately-owned  mortgage 
securitization  structures  in  the  United 


States.  It  would  take  another  50  years 
for  the  process  to  resume. 

The  GSEs  in  Historical  Perspective 

The  failure  of  financial  institutions 
generate  policy  responses,  especially 
when  losses  to  investors  and  disrup- 
tions in  markets  reach  the  scale  of 
those  that  were  associated  with  the 
collapse  of  the  historical  private  secu- 
ritization structures  just  described.  A 
decade  after  the  western  farm  mort- 
gage debenture  crisis,  for  example,  a 
“Rural  Credits  Movement”  arose  in 
the  U.S.  that  successfully  advocated 
for  a publicly-sponsored  securitization 
structure  along  the  lines  of  the  Euro- 
pean model.  The  result  — the  Federal 
Farm  Loan  Bank  (FFLB)  system  of 
1916  — introduced  a new  model  for 
securitization:  a publicly-sponsored 
central  mortgage  bank  to  securitize 
loans  that  were  originated  and  ser- 
viced by  private  agencies. 

Advocates  for  central  mortgage 
banking  facilities  argued  at  the  time 
that  concentration,  and  even  monop- 
olization, made  securitization  struc- 
tures more  efficient  and  stable.  They 
claimed  numerous  advantages:  more 
complete  diversification,  uniformity  in 
loan  underwriting  standards,  low  cost 
administration,  and  broad  secondary 
markets  in  homogeneous  mortgage- 
backed  securities.  A publicly-spon- 
sored securitization  conduit,  in  addi- 
tion, could  more  effectively  resist  the 
competitive  pressures  to  lower  loan 
quality  when  the  supply  of  mortgage 
credit  increased.  These  arguments,  and 
the  presence  of  the  1 1 1 B system,  led  to 
proposals  in  the  1920s  for  a publicly- 
sponsored,  central  mortgage  banking 
facility  for  the  residential  market. 

The  mortgage  and  homebuilding 
crises  of  the  1930s  naturally  turned 
these  proposals  into  policy  options. 
In  examining  these  developments,  I 
observed  that:  “...the  creation  of  a 
publicly-sponsored  market  for  mort- 
gage-backed securities  [in  the  form 
of  the  GSEs  in  1 970 1 can  hardly  be 
considered  an  innovation  of  purely 


contemporary  origins.  Instead,  it  was 
an  idea  whose  time  had  nearly  come 
40  years  earlier,  but  was  [then]  long- 
delayed”  (Snowden,  1995,  p.  294). 
There  were,  in  fact,  three  near  misses: 
the  Federal  Home  Loan  Bank  system 
was  proposed  to  be  the  FF1.B  for  the 
residential  market,  but  became  a mort- 
gage loan  discount  facility  for  the  thrift 
industry;  the  Home  Owners’  Loan  Cor- 
poration refinanced  and  securitized  a 
million  delinquent  loans,  but  only  as  an 
emergency  measure  between  1933  and 
1936;  and  the  plans  for  a network  of 
federally-chartered  National  Mortgage 
Associations  to  securitize  FHA  loans 
became  a single,  publicly-financed  sec- 
ondary market  facility  (the  FNMA)  for 
the  federally-insured  mortgages. 

These  and  other  New  Deal  initia- 
tives created  a differentiated  system 
of  portfolio  lenders  that  successfully 
financed  an  expansion  of  the  nation’s 
housing  stock  for  two  decades  after 
World  War  II.  Savings  & Loans  served 
local  mortgage  markets  and  small- 
scale  builders;  commercial  banks  and 
mortgage  companies  used  FHA  and 
VA  loans  to  finance  large  tract  build- 
ers; and  life  insurance  companies 
dominated  the  interregional  residential 
mortgage  market  through  networks  of 
dedicated  mortgage  brokers. 

The  institutional  and  regulatory 
rigidities  of  the  postwar  mortgage 
system  began  to  affect  its  performance 
in  the  late  1960s,  and  the  inflation 
of  the  1970s  then  had  its  disastrous 
impact  on  all  portfolio  lenders  that 
held  fixed-rate,  long-term  mortgage 
loans.  Mortgage  securitization  reap- 
peared at  this  time  under  the  auspices 
of  institutions  that  were  created  out 
of  the  near-misses  of  the  1930s  — the 
FHI.B  system  spawned  what  we  now 
call  Freddie  Mac,  and  Ginnie  and 
Fannie  Mae  were  created  out  of  the 
FNMA.  During  the  1970s  and  1980s 
securitization  focused  on  opportuni- 
ties created  by  the  demise  of  the  post- 
war system;  it  was  used  to  repackage 
inflation-  and  prepayment-risk  that 
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President  Lincoln’s  memorandum  to  Salmon  P.  Chase,  listing 
“the  documents  which  you  kindly  proposed  fixing  up  for  me.  ” 


By  Franklin  Noll 

The  image  of  President  Abraham 
Lincoln  as  the  poor  rail  splitter  is  a 
popular  one,  but  not  wholly  accurate. 
By  the  time  he  entered  the  White 
House,  Lincoln  had  built  a comfort- 
able, middle-class  life  for  his  family 
by  practicing  law,  investing  in  real 
estate  and  loaning  out  money  at  inter- 
est. All  told,  he  was  worth  $15,000 
in  savings,  real  estate  and  investments 
when  elected  to  the  presidency.1  While 
in  office,  Lincoln  remained  an  inves- 
tor. He  invested  his  money  in  U.S. 
government  securities,  accumulating 
an  extra  $60,000  by  the  time  of  his 
death.  However,  this  investment  strat- 
egy was  guided  more  by  patriotism 
than  profits. 

Almost  all  of  this  money  came  from 
investing  his  presidential  salary.  Lin- 
coln was  paid  $25,000  per  year,  or  a 
little  over  $2,000  per  month.  His  pay 
checks  were  in  the  form  of  Treasury 
warrants,  an  early  form  of  govern- 
ment check.2  These  warrants  tended 
to  accumulate  in  his  desk  drawer. 
On  occasion,  he  would  deposit  one 
in  a Washington,  D.C.  bank  to  meet 
living  expenses,  but  more  often  they 
lay  uncashed  and  collecting  dust. 
In  March  1862,  Lincoln  had  seven 
uncashed  warrants  among  his  papers 
and  awoke  to  the  idea  of  putting  them 
into  government  securities.  He  pur- 
chased $14,200  in  Seven-Thirty  Trea- 
sury notes  and  an  additional  $2,000 
worth  a month  later.3 

Seven-Thirty  notes,  authorized  by 


the  acts  of  July  17  and  August  5,  1861, 
got  their  name  from  the  interest  they 
paid,  7.30%.  The  three-year  notes 
were  marketed  as  part  of  a $150  mil- 
lion “National  Loan”  or  the  first  war 
bond  drive  in  United  States  history 
and  were  targeted  at  small  investors. 
The  interest  rate  was  set  at  7.30%  as 
a selling  point,  so  interest  on  a $100 
note  would  be  two  cents  per  day.  But 
a Seven-Thirty  could  be  bought  for  as 
little  as  $50,  paying  a penny  a day. 
Because  the  “National  Loan”  was  not 
highly  successful,4  many  notes  were 
still  available  for  purchase  almost  a 
year  later  when  Lincoln  bought  his. 

After  his  purchase  of  Seven-Thirty 
notes  Lincoln’s  salary  warrants  accu- 


mulated in  his  desk  drawer  for  over 
a year,  when  in  August  1863  he 
started  buying  Temporary  Loan  cer- 
tificates totaling  $26, 181. 40. 5 These 
instruments  were  actually  certificates 
of  deposit  with  the  U.S.  Treasury. 
Authorized  by  the  act  of  February 
25,  1862,  they  paid  5%  interest  on 
the  deposit  of  greenbacks;  and,  unlike 
other  Treasury  securities,  they  paid 
interest  in  paper  currency  and  not 
gold  coin. 

Some  of  the  money  for  Lincoln’s 
Temporary  Loan  certificates  came 
from  the  interest  earned  on  his  Seven- 
Thirties.  This  interest  was  paid  in 
gold,  which  Lincoln  then  sold  in  the 
gold  market  at  a premium  for  green- 
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backs.  This  marker  arose  in  1862  alter 
the  major  banks  and  the  Treasury 
suspended  the  payment  of  gold  coin  in 
December  1861.  With  paper  currency- 
no  longer  convertible  into  gold,  the 
coin  was  traded  separately  and  always 
at  a premium  to  paper  greenbacks.  At 
its  highest  point,  gold  was  selling  at 
285,  meaning  $100  in  gold  was  worth 
$285  in  greenbacks.  Speculators  in 
this  volatile  market  were  popularly- 
viewed  as  disloyal  profiteers  because 
their  actions  were  seen  as  contributing 
to  wartime  inflation.6 

Six  more  months  and  six  more  sal- 
arv  warrants  were  accumulated  before 
Lincoln’s  next  investment.  This  was 
the  purchase  of  $8,000  in  Five- 1 wenty 
bonds  paying  6%  in  January  1864. 
These  bonds  were  part  of  an  effort  to 
raise  $500  million  in  funding  for  the 
war  effort.  Authorized  by  the  act  of 
February  25,  1862,  the  Five-Twenties 
got  their  name  from  the  fact  that  they 
matured  in  20  years  but  were  redeem- 
able bv  the  government  in  five  years. 
When  first  issued,  these  bonds  sold 
poorly.  It  was  not  until  the  I reasury 
contracted  with  banker  Jay  Cooke  as 
a sales  agent  that  the  bonds  became 
popular  with  the  general  public.  By 
the  time  Lincoln  purchased  Ins  bonds, 
the  fourth  and  final  series  of  the  bonds 
were  being  sold. 

This  relaxed  attitude  to  investing 
seems  rather  odd  for  a savvy  investor 
like  Lincoln.  Why  would  he  just  let 
his  salary  warrants  gather  dust  instead 
of  immediately  cashing  them  and  put- 
ting the  money  to  work?  And  when 
he  did  cash  his  paychecks,  why  did  he 
purchase  government  bonds  instead  of 
playing  the  stock  or  gold  markets?  The 
primary  reason  for  Lincoln’s  behavior 
was  patriotism.  From  the  start  of  the 
war,  the  U.S.  Treasury  was  short  of 
money  and  often  empty.  Banks  were 
not  eager  to  lend  money  to  the  govern- 
ment, which  had  a poor  credit  rating. 
This  forced  the  government,  under  the 
guidance  of  Secretary  of  the  Treasury 
Salmon  P.  Chase,  to  start  issuing  cur- 
rency and  selling  notes  and  bonds. 


It  could  be  that  Lincoln’s  seemingly 
lackadaisical  attitude  to  bis  salary  war- 
rants was  partly  due  to  his  desire  to 
keep  as  much  money  in  the  Treasury  as 
possible.  When  he  did  cash  his  checks, 
he  used  the  money  to  buy  government 
securities,  which  again  kept  the  money 
in  the  Treasury.  Also,  as  we  have  seen, 
speculating  in  gold  was  not  seen  as  a 
patriotic  activity.  So,  by  directing  his 
money  into  Treasury  securities,  Lin- 
coln served  as  a role  model  to  other 
Northern  investors. 


Secretary  of  the  Treasury 
Salmon  I'.  Chase.  1 8hl-l 864. 


Another  likely  reason  for  Lincoln's 
approach  to  his  personal  finances  was 
that  he  simply  did  not  have  time 
to  deal  with  such  matters.  His  days 
and  nights  were  devoted  to  managing 
the  war  and  all  the  other  duties  of  a 
President.  It  could  be  that  he  only  ever 
invested  his  paychecks  in  Treasuries 
because  enough  had  piled  up  in  his 
desk  drawer  to  draw  his  attention. 

By  the  summer  of  1864,  Lincoln 
owned  a tangled  mass  of  various 
Treasury  securities.  However,  with 
the  war  taking  up  almost  every  avail- 
able minute  of  his  day,  the  President 
had  little  time  to  sort  out  his  personal 
finances.  So,  he  asked  Secretary  Chase 
to  rake  all  his  assets  and  consolidate 
them  to  simplify  matters.  On  June 
11,  1864,  the  President  collected  all 


his  bonds,  notes,  cash  and  gold,  and 
walked  from  the  White  House  to 
the  Treasury  Department  to  Secretary 
Chase's  office.  Assistant  Secretary  of 
the  Treasury  Maunsell  Field  described 
the  scene: 

“I  happened  once  to  be  with  the 
Secretary  when  the  President,  without 
knocking  and  unannounced,  as  was 
his  habit,  entered  the  room.  His  rusty- 
black  hat  was  on  the  back  of  his  head, 
and  he  wore,  as  was  his  custom,  an 
old  gray  shawl  across  his  shoulders... 

I said  good  morning  to  Mr.  Lin- 
coln, and  then,  as  was  the  established 
etiquette  when  the  President  called, 
withdrew...  In  less  than  five  minutes 
I was  summoned  to  return  to  the 
Secretary...  The  President  was  gone, 
and  there  was  lying  upon  one  end  of 
Mr.  Chase's  desk  a confused  mass  of 
Treasury  notes.  Demand  notes,  Seven- 
thirty  notes,  and  other  representatives 
of  value.  Mr.  Chase  told  us  that  this 
lot  of  money  had  just  been  brought  by- 
Mr.  Lincoln,  who  desired  to  have  it 
converted  into  bonds.”8 

Along  with  this  “confused  mass” 
of  paper  and  coins  was  a note  listing 
the  items  left  behind  and  a request  for 
Chase  to  “fix  up”  what  was  there.  Lin- 
coln’s inventory  consisted  of  $16,200 
in  Seven-Thirty  notes,  $26,181.40  in 
Temporary  Loan  certificates,  $8,000 
in  Five-Twenty  bonds,  $4,044.67  in 
uncashed  Treasury  salary  warrants, 
and  $89.00  in  greenbacks.  To  this 
inventory  Lincoln  added  at  the  last 
minute  a bag  of  gold  coins  worth 
$883.30,  resulting  in  a collection  of 
assets  worth  $55,398.37.’ 

Assistant  Secretary  of  the  Trea- 
sury George  Harrington  was  given 
the  responsibility  of  investing  the 
President's  assets.  First,  he  redeemed 
the  Temporary  Loan  certificates, 
which  paid  their  interest  in  paper  cur- 
rency. Altogether,  Lincoln  received 
$26, 1 8 1 .40  in  principal  and  $1,1 50.06 
in  interest,  all  of  it  in  greenbacks.  Har- 
rington then  collected  the  interest  due 
from  Lincoln’s  Seven-Thirty  notes  and 
Five-Twenty  bonds  in  gold  coin.  At  the 
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Scene  outside  the  New  York  Stock  Exchange  following  news  of  the  assassination  of  President  Lincoln. 


time,  the  President  was  due  $507.13 
in  total  interest.  The  Assistant  Secre- 
tary took  this  gold  as  well  as  that  in 
Lincoln’s  coin  bag  and  sold  it  on  the 
market  at  a premium  of  188,  resulting 
in  $2,645.24  in  currency.  Adding  to 
these  amounts  the  two  uncashed  sal- 
ary warrants  and  $89  in  greenbacks 
gave  Harrington  $34,110.37  in  cash 
to  invest.10 

He  took  the  money  to  the  bond 
market,  using  the  First  National  Bank 
of  Washington  as  his  agent.  Paying  a 
premium  of  four  percent  because  he 
was  paying  in  devalued  paper  cur- 
rency, Harrington  purchased  $32,800 


worth  of  the  Loan  of  1863.  These 
bonds,  authorized  by  the  act  of  March 
3,  1863,  paid  6%  interest  in  gold 
coin  and  matured  in  17  years.  Har- 
rington was  able  to  buy  an  addi- 
tional $16,200  worth  of  these  bonds 
through  a straight  conversion  of  Lin- 
coln’s maturing  Seven-Thirties.  Thus, 
in  the  summer  of  I 864,  President  Lin- 
coln’s portfolio  consisted  of  $49,000 
of  the  Loan  of  1863  and  $8,000  in 
Five-Twenties.11 

Harrington’s  last  actions  before 
Lincoln’s  death  in  April  1865  were 
to  collect  the  accumulated  interest  on 
the  President’s  securities  and  convert 


the  gold  to  cash  at  a premium.  With 
the  resulting  $2,781.04,  Harrington 
bought  a Temporary  Loan  certifi- 
cate. During  his  time  as  President, 
Lincoln  had  created  a nest  egg  worth 
$59,781.04.  He  had  reinvested  all  his 
investment  income. 

All  told,  Lincoln  invested  half  of  his 
Presidential  income  in  U.S.  govern- 
ment securities.  He  could  have  made 
more  profit  investing  in  the  stock  mar- 
ket or  speculating  in  the  price  of  gold, 
but  maximizing  profit  was  not  his 
goal.  Instead,  he  wanted  to  put  his 
money  to  work  to  insure  the  future  of 
his  family  and  his  nation.  Ed 
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Collection  of  The  New-York  Historical  Society. 


Dr.  Franklin  Noll  is  president  of 
Noll  Historical  Consulting,  LLC,  and 
historical  consultant  to  the  Bureau 
of  Engraving  and  Printing,  running 
its  history  program  and  conducting 
research  on  the  history  of  the  BEP, 
U.S.  currency.  Treasury  securities  and 
the  public  debt. 
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Loan  of  1861  certificate.  One  of  the  actual  securities  issued  to  I incoln  in  1864. 


Many  of  the  securities  purchased  for  Lincoln 
in  1864  were  produced  by  the  Bureau  of 
Engraving  and  Printing,  and  some  even  bore 
Lincoln's  portrait.  Certain  denominations 
of  the  Loan  of  1863  and  the  Five-Twenty 
bonds  had  on  them  an  image  of  Lincoln 
engraved  by  Henry  Gugier.  one  of  the  BEP's 
first  engravers.  Thus,  Lincoln  owned  securi- 
ties bearing  his  own  picture.  The  image  of 
Abraham  Lincoln  appearing  on  this  security 
stems  from  a photograph  taken  by  local  pho- 
tographer C.S.  German  in  Springfield,  Illinois 
on  January  13, 1861. 


Early  in  1861,  shortly  after  Lincoln's  inau- 
guration. the  two  large  bank  note  companies 
had  engravings  made  of  the  new  President's 
portrait,  using  German's  photograph.  One  of 
these  was  done  by  engraver  Frederick  Girsch 
for  the  American  Bank  Note  Company  and 
appears  on  the  $10  greenback  of  the  time. 

The  engraving  of  Lincoln  most  often  seen 
on  Treasury  securities  during  the  Civil  War 
was  the  work  of  Henry  Gugier.  He  made 
an  engraving  for  the  National  Bank  Note 
Company  that  first  appeared  on  bonds  in  late 
1861.  Gugier  joined  the  Bureau  of  Engraving 


and  Printing  in  early  1863,  and  his  engraving 
was  used  extensively  on  government  bonds 
during  the  war. 

The  portraits  of  living  government  offi- 
cials are  not  seen  today  on  United  States 
currency  and  securities.  However,  before 
1866,  it  was  common  for  Treasury  securities 
to  bear  the  picture  of  the  current  President 
or  another  government  official.  This  practice 
expanded  during  the  Lincoln  administra- 
tion with  President  Abraham  Lincoln  and 
Secretary  of  the  Treasury  Salmon  P.  Chase 
frequently  appearing  on  government  money 
and  bonds.  Other  Civil  War  personalities 
such  as  General  William  Sherman  and  Gen- 
eral Ulysses  Grant  also  showed  up,  includ- 
ing Spencer  Clark  who  was  in  charge  of 
the  organization  that  would  grow  into  the 
Bureau  of  Engraving  and  Printing. 

When  Clark's  portrait  appeared  on  a five 
cent  fractional  currency  note  in  December 
1864,  Congress  decided  the  practice  of  put- 
ting government  officials  on  United  States 
currency  and  securities  had  gone  far  enough. 
On  April  7, 1866,  Congress  made  it  illegal  for 
any  living  person  to  appear  on  government 
money  or  bonds  of  any  kind.  The  law  stands 
to  this  day,  preventing  the  image  of  current 
and  recent  Presidents  from  appearing  on  the 
nation's  currency  and  coins. 
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HICKS  NURSERIES 

and  the  Rise  of  Retail  horticulture 


By  Gregory  DL  Morris 

Looking  back  on  the  sterile  images 
of  the  Levittowns  in  Pennsylvania 
and  Long  Island,  New  York,  it  is  dif- 
ficult to  imagine  that  they  were  fertile 
ground  from  which  both  the  home- 
building  and  the  automobile  indus- 
try realized  dramatic  growth.  Today, 
with  both  of  those  manufacturing 
sectors  in  freefall,  it  is  worth  recalling 
that  another  business  arose  along  with 
them  in  the  growth  of  suburbia,  one 
that  continues  to  flourish. 

Retail  horticulture  is  the  fastest 
growing  segment  of  the  agricultural 
industry  in  the  country,  according  to 
the  U.S.  Department  of  Agriculture 
(USDA).  Of  course,  based  on  land 
under  cultivation  or  cash  value,  hor- 
ticulture pales  to  a rounding  error 
compared  to  food  crops.  There  are 
no  begonia  futures  traded  on  the  Chi- 
cago Mercantile  Exchange.  But  the 
evolution  of  the  business  from  serving 
estates  to  serving  the  public  is  a case 
study  in  adaptability,  one  that  other 
segments  of  the  economy,  Detroit  for 
example,  would  do  well  to  study. 

The  U.S.  is  the  world’s  largest  pro- 
ducer and  market  for  nursery  and 
greenhouse  crops  according  to  the 
USDA.  Of  the  estimated  $45  bil- 
lion in  national  horticulture  sales  in 
2003  — the  last  year  a formal  survey 
was  done  — floral  and  nursery  crops 
contributed  a third,  or  $15  billion. 
Grower  cash  receipts  from  nursery 
and  greenhouse  sales,  on  sales  of 
plants  to  retail  and  distribution  busi- 
nesses, have  grown  steadily  over  the 


Top  to  bottom:  Isaac,  Edward,  Henry, 
Alfred  (Fred)  and  Stephen  Hicks. 


last  two  decades  and  are  increasing  at 
approximately  $500  million  per  year. 

In  terms  of  economic  output,  nurs- 
ery and  greenhouse  crops  represent 
the  third  most  important  sector  in 
U.S.  crop  agriculture,  ranking  sev- 
enth among  all  commodities  in  cash 
receipts,  and  among  the  highest  in  net 
farm  income.  Nursery  and  greenhouse 
crops  are  in  the  top  five  commodities 
in  27  states,  and  the  top  10  commodi- 
ties in  42  states. 

The  nursery  and  landscape  industry 
employs  over  600,000  workers  dur- 
ing peak  seasons.  Growers  employ 
at  least  45,000  workers  year-round 
and  105,000  during  peak  seasons. 
Net  farm  income  is  the  highest  of  any 
production  specialty  in  U.S.  agricul- 
ture. At  an  annual  average  of  $53,589 
nursery  and  greenhouse  income  is  four 
times  higher  than  the  U.S.  average  of 
$13,458.  Landscape  and  retail  firms 
employ  nearly  500,000  full-time,  part- 
time  and  seasonal  workers. 

Eighty-five  million  U.S.  households 
spent  $39.6  billion  at  lawn  and  garden 
retail  outlets  in  2002,  according  to  the 
National  Gardening  Association  and 
Harris  Interactive.  A survey  completed 
with  the  assistance  of  the  American 
Nursery  & Landscape  Association 
reports  that  in  2003,  consumers  spent 
a total  of  $37.9  billion  on  professional 
landscape,  lawn  and  tree  care  services 
as  compared  to  the  $28.9  billion  in 
2002,  an  increase  of  more  than  30%. 

The  term  nursery  is  no  misnomer, 
because  in  structure,  the  retail  horti- 
culture business  resembles  health  care. 
There  are  clinics  and  doctors’  offices 
all  over;  there  are  hospitals  in  most 
communities;  there  are  large  trauma 
centers  in  every  region,  and  there  are 
major  teaching  hospitals  in  several 
centers  around  the  country.  Similarly 
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there  are  lawn  and  garden  shops  all 
over,  nurseries  and  garden  centers 
in  most  communities,  major  retail 
nurseries  in  every  region,  and  research 
facilities  in  several  centers  around  the 
country. 

And  much  like  major  medical  cen- 
ters or  vacation  spots,  the  largest  retail 
nurseries  are  destinations  in  their  own 
right.  On  Long  Island,  amid  the  arche- 
typal suburbs,  is  the  archetype  garden 
center  Hicks  Nursery  in  Westbury. 
Founded  before  the  American  Civil 
War,  Hicks  is  notable  not  just  for 
growing  and  adapting  through  the 
Industrial  Revolution  and  the  rise  of 
the  suburbs  but  also  for  being  a sixth- 
generation  family-owned  business.  As 
students  of  business  history  know, 
family-owned  businesses  rarely  last 
beyond  the  second  or  third  genera- 
tion. Sixth  is  almost  unheard-of. 

Stephen  Hicks,  the  current  presi- 
dent, credits  his  father  Alfred  for 
building  the  strong  commercial  busi- 
ness that  exists  today,  but  also  attri- 
butes the  intergenerational  success  of 
the  franchise  to  lack  of  conflict  — and 
a bit  of  luck.  “Sure,  to  make  it  to  six 
generations  takes  a bit  of  luck,"  he 
says.  “But  our  family  has  been  on 
Long  Island  for  centuries.  We  started 
as  Quaker  farmers  in  the  1600s.  We 
have  been  a close-knit  family  in  the 
community,  and  that  healthy  family 
dynamic  has  helped  us  avoid  some  of 
the  internal  conflicts  that  can  afflict 
family  businesses.” 

Isaac  Hicks  began  selling  trees  to 
his  neighbors  in  1853.  He  named 
his  new  company  Isaac  Hicks  and 
Son.  At  the  turn  of  the  century  that 
son,  Edward,  who  taught  at  Brooklyn 
Polytechnic  Institute,  patented  equip- 
ment for  moving  big  trees  desired 
by  Long  Island’s  new  estate  own- 
ers. Full  grown  trees,  sometimes  in 
full  leaf,  were  laboriously  extracted 
from  the  earth  and  taken  primarily 
to  the  Gold  Coast  mansions  on  Long 
Island’s  North  Shore,  where  many  still 
flourish  today. 

Edward’s  son  Henry  was  a premier 


botanist,  the  first  college  trained  hor- 
ticulturist in  the  family  business.  After 
receiving  his  degree  from  the  New 
York  State  College  of  Agriculture  at 
Cornell  University,  Henry  returned 
to  Westbury  where  he  specialized  in 
studying  the  suitability  of  new  plants 
from  Europe  and  Asia  for  the  Long 
Island  environment.  He  kept  up  a 
wide  correspondence  with  the  leading 


Above:  A tree  being  excavated , 
circa  1^15.  Hicks  was  a pioneer 
and  patented  a method  for  moving  and 
replanting  adult  trees  successfully. 


Below:  Plowing  on  the  north  property. 


horticulturists  of  the  day.  One  such 
correspondent  was  the  chief  plant 
explorer  for  the  USDA,  Frank  Meyer, 
who  roamed  the  earth  looking  for 
new  plants.  Whenever  he  came  upon 
a new  plant,  he  sent  three  back  to  the 
U.S.  One  went  to  the  USDA  in  Belts- 
ville,  MD;  one  went  to  the  Arnold 
Arboretum  in  Boston;  and  one  went 
to  Henry  Hicks  in  Westbury.  Cross 
breeding  plants  from  different  parts 
of  the  world  was  Henry’s  forte,  the 
best  known  of  which  is  the  Hicks  Yew 


( Ta.xits  media  hicksii). 

William  and  Edwin  Hicks,  Henry’s 
sons,  together  with  Edwin  Costich,  a 
horticulturist  and  nursery  manager, 
kept  the  business  on  an  even  keel  dur- 
ing the  Depression.  In  an  innovative 
move,  around  1930,  William  made 
pre-dug  plants  available  for  custom- 
ers. This  marked  the  beginning  of 
the  walk-in,  cash-and-carry  customer 
business  that  developed  into  what  is 
now  called  a retail  garden  center. 

Tragedy  struck  the  family  and  the 
business  in  1944  when  William  Hicks 
died  in  Luxembourg  during  the  Battle 
of  the  Bulge.  Henry  Hicks  remained 
president  until  his  death  in  1954. 
Edwin  Costich,  who  had  been  general 
manager,  became  the  president  and 
remained  until  1967.  Although  Edwin 
Hicks's  primary  responsibility  was  as 
president  of  Flicks  Westbury,  Inc.,  the 
family's  fuel-oil  and  coal  business,  he 
still  was  involved  in  policy  and  plan- 
ning for  Hicks  Nurseries. 

In  the  1960s,  with  Long  Island’s 
growth  from  a rural  to  a suburban 
community  complete,  Edwin's  son 
Alfred,  known  as  Fred,  saw  the  need 
to  re-focus  the  business  to  keep  pace 
with  the  new  Long  Islanders.  At  that 
time  there  were  still  245  acres  of  nurs- 
ery production.  He  kept  the  best  of 
what  was  already  established  and  over 
the  next  10  years  converted  the  nurs- 
ery to  a growing  and  retail  operation. 

Two  of  Fred's  children  are  now 
actively  involved  in  the  management 
of  the  company.  Stephen,  as  noted,  is 
president;  his  sister  Karen  is  corporate 
secretary  and  benefits  manager.  Stephen 
and  his  wife  have  three  children,  ages 
eight,  six  and  six  months.  “Whether 
there  will  be  a seventh  generation  in 
the  business  will  be  up  to  them,”  says 
Stephen,  “but  that  decision  will  not 
come  for  some  time.  If,  once  they  have 
a good  education  and  have  seen  some 
of  the  world,  they  want  to  come  into 
the  business,  they  will  be  welcome.  If 
not,  that  is  fine,  too.” 

Like  his  great-grandfather,  Stephen 
is  a graduate  of  Cornell,  having  stud- 
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Interior  photograph  of  the  current  Hicks  Nurseries  store. 


ied  business  management  and 
horticulture.  He  also  has  an 
MBA  from  New  York  Univer- 
sity. As  the  land-grant  college 
for  the  state,  Cornell  is  in  effect 
New  York  A&M,  as  well  as 
being  an  Ivy  League  institution 
(see  issue  88,  Spring  2007,  p.  28 
for  a story  about  land-grant  col- 
leges and  the  rise  of  agriculture 
as  big  business). 

The  university  operates  agri- 
cultural extensions  through- 
out the  state,  as  well  as  sev- 
eral research  facilities.  The  best 
known  is  the  Experiment  Station 
in  Geneva,  New  York,  where  several 
common  varieties  of  apples  and  grapes 
were  developed.  Another  major  opera- 
tion is  the  Horticultural  Research  Cen- 
ter in  Riverhead,  at  the  crux  of  Long 
Island’s  two  forks.  Professor  Mark 
Bridgen  is  director  of  the  center,  and 
knew  Stephen’s  father  well. 

“Fred  was  a man  ahead  of  his  time,” 
says  Bridgen.  “He  converted  the  nurs- 
ery to  the  retail  trade,  and  made  it  very 
consumer  friendly.  That  was  not  the 
first  innovation,  though.  In  the  early 
years  Hicks  patented  the  procedure 
for  moving  mature  trees.  Not  just  the 
equipment  and  techniques,  but  also  the 
expertise  on  when  and  how  to  move 
them,  and  how  to  protect  them  during 
and  after.  People  would  pay  thousands 
of  dollars  for  those  trees.” 

Bridgen  notes  that  there  are  other 
“star”  nurseries  around  the  country, 
even  another  on  Long  Island,  Mar- 
tin Viette,  near  Oyster  Bay  on  the 
north  shore.  “The  things  that  dif- 
ferentiate Hicks  are  that  they  do  so 
many  things — they  have  a landscaping 
operation,  and  an  education  center  for 
special  programs.  They  cater  to  the 
high-end  of  the  market,  and  also  to  the 
general  public  with  harvest  festivals 
and  Christmas  merchandise.”  On  a 
research  level,  Bridgen’s  center  works 
with  Hicks  and  other  nurseries  on 
solving  disease  and  insect  problems. 

The  diversification  that  Bridgen 
mentioned  is  the  key  to  business  suc- 


cess, says  Stephen  Hicks.  “If  we  could 
open  on  March  l and  close  on  July 
5,  this  would  be  a great  business,” 
he  jokes.  “But  we  will  never  get  the 
seasonality  out  of  this  business.  We 
make  two-thirds  of  our  money  in  the 
first  half  of  the  year,  most  of  that  from 
March  through  June.  That  is  why  we 
developed  the  fall  festivals  and  Christ- 
mas business.” 

Each  generation  put  its  own  stamp 
on  the  business,  says  Stephen.  “Henry 
was  a world-class  horticulturalist.  He 
had  a real  passion  for  plants,  but  also 
enough  business  sense  to  link  the  busi- 
ness to  the  rise  of  the  Gold  Coast  man- 
sions. Edward,  Henry’s  father,  was  more 
mechanical,  more  of  the  engineer.” 

And  while  Fred  gets  great  credit  for 
the  retail  revolution,  Stephen  acknowl- 
edges the  change  was  a near-run  thing. 
“From  the  end  of  World  War  II  into 
the  ’60s,  the  business  stagnated  some- 
what. It  did  not  adapt  immediately  to 
suburbia.  That  was  the  period  when 
the  family  was  not  involved  day-to- 
day.  When  my  father  took  over  in  the 
mid-’60s  there  was  some  movement  to 
liquidate.” 

Fred  was  just  in  his  20s,  but  he 
made  the  decision  to  stick.  “He  shut 
the  landscaping  business  that  catered 
to  the  Gold  Coast,  and  focused  on 
retail,”  says  Stephen.  “In  the  ’70s  it 
was  a struggle  just  to  get  people  in 
the  door.  That  is  where  we  came  up 
with  things  like  Otto  the  Ghost  to 
have  activities  and  events  all  year.” 


Those  kitschy  Halloween  dis- 
plays are  now  beloved  by  sec- 
ond-generation customers,  and 
have  expanded  to  a petting  zoo 
and  hayrides. 

Stephen  notes  that  the  first 
innovation  in  retail  dated  back 
to  the  1930s  when  William  devel- 
oped what  was  called  packaged 
sales.  Before  that,  customers 
would  walk  through  the  grounds 
and  chose  plants  that  would  be 
dug  up  for  them.  Packaged  sales 
developed  the  pre-dug  flowers  that 
became  the  staple  of  the  business, 
the  ubiquitous  flats  of  mums. 

Bridgen  notes  even  that  business 
has  changed.  “In  my  day  people  would 
buy  trays  of  cell  packs  and  plant  them 
all.  Now  people  don’t  want  to  wait 
or  work  that  hard.  They  prefer  to 
buy  fewer,  bigger  flowers  in  five-inch 
pots.” 

And  therein  lies  the  key  to  success, 
says  Stephen  Hicks,  “We  are  trying  to 
identify  and  connect  with  how  people 
use  plants.  We  have  a short,  high- 
velocity  core  season  that  generates 
our  margins  and  our  turns.  April,  May 
and  June  we  do  serious  horticulture. 
The  rest  of  the  year  we  have  to  work 
a little  harder.” 

In  an  observation  that  translates 
into  just  about  any  business  he  notes, 
“There  will  always  be  demand  for 
plants,  the  question  is  how  can  we 
remain  relevant.  It  won’t  work  just  to 
have  50  flavors  of  flower.  People  have 
choices  on  top  of  choices  everywhere. 
They  don’t  need  more.  Our  biggest 
risk  is  not  connecting  to  the  customer. 
But  I’m  an  optimist.  You  have  to  be 
an  optimist  in  a business  that  relies  on 
sunshine  and  rain.”  03 

Gregory  DL  Morris  is  an  independent 
business  journalist  based  in  New  York. 
He  is  principal  and  editorial  director 
of  Enterprise  & Industry  Historical 
Research,  and  is  an  active  member  of 
the  Museum’s  editorial  board.  He  can 
be  contacted  at  gdlm@enterpriseand 
industry.com. 
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By  Jay  Erlichmati 

Today,  many  people  consider  the 
lowly  cent  to  be  a burden,  something 
to  be  left  behind  rather  than  given  in 
change.  The  cent,  though,  was  once 
king  of  the  hill,  having  a remarkable 
and  historic  beginning.  Along  with  the 
half-cent,  it  was  the  first  coin  officially 
issued  by  the  U.S.  Mint,  located  in 
Philadelphia.  This  was  in  1793,  long 
before  the  nation’s  population  was  large 
enough  to  require  branch  mints.  Even 
before  1 793,  cents  were  being  designed 
and  issued  to  a small,  but  needy  public. 

One  of  these  efforts  resulted  in 
what  is  called  “America’s  first  cent.” 
On  April  21,  1787,  Congress  awarded 
a contract  to  James  Jarvis,  whose 
operations  were  in  New  Haven,  Con- 
necticut. The  agreement  called  for 
the  coinage  of  300  tons  of  copper  to 
be  made  into  cents  of  a specific  size, 
weight  (157.5  grains,  equal  to  a Brit- 
ish halt  penny)  and  design.  Called  the 
“Fugio  cent”  (time  flies),  its  obverse 
design  of  a sundial,  the  word  “Fugio,” 
and  the  legend  “Mind  Your  Business” 
is  too  similar  to  one  created  earlier  by 
Benjamin  Franklin  to  be  coincidental. 
The  reverse  has  a 13-linked  chain 
around  the  legends  “United  States” 
and  “We  Are  One.”  With  copper  in 
short  supply,  Jarvis  traveled  around 
the  country  obtaining  copper  from 
scrap,  nails,  barrels  and  anything  else 
he  could  find.  When  his  efforts  turned 
up  only  a small  amount  of  the  metal, 
he  traveled  to  Fondon  to  secure  as 
much  copper  as  possible. 

Unfortunately,  his  trip  proved 
unsatisfactory.  When  Jarvis  returned 


to  America,  he  only  had  about  four 
tons  of  metal,  enough  to  strike 
approximately  400,000  pieces.  In  the 
end,  many  coins  did  not  circulate 
because  of  underweighted  planchets 
(flat  pieces  of  metal  for  stamping 
into  coins)  and  weaker  copper  prices. 
Over  the  years,  though,  small  hoards 
came  to  light.  Bur  a major  discovery 
occurred  around  1860,  when  a keg 
of  Fugio  cents  was  discovered  in  the 
vaults  of  The  Bank  of  New  York.  In 
1948,  the  Bank  had  more  than  1,600 
pieces  remaining  from  this  hoard 
that  were  examined  by  the  American 
Numismatic  Society;  these  were  even- 
tually sold  to  the  public. 

Underweight  or  not,  having  a sec- 
ond-rate copper  piece  in  circulation 
was  better  than  nothing.  Individual 
states  had  begun  manufacturing  coins, 
and  some  were  struck  by  individuals 
without  any  authorization.  The  term 
“cent”  was  not  in  general  use,  but  the 
metallic  content  was  paramount  in 
finalizing  any  monetary  negotiation. 
“Halfpenny”  or  “penny”  was  com- 
monly used,  the  latter  term  still  part  of 
our  lexicon.  New  York  was  producing 
copper  pieces  which  were  imitations 
of  the  British  halfpenny,  widely  used 
at  that  time  for  small  transactions.  It 
might  seem  strange  to  use  coins  with 
the  legend  “Georgivs  III  Rex”  and  the 
king’s  portrait  on  the  obverse,  espe- 
cially after  1776,  but  circulate  they 
did.  The  reverse  was  equally  foreign, 
since  it  showed  a seated  figure  with 
globe  and  shield,  representing  Eng- 
land. As  if  not  obvious  enough,  these 
devices  are  separated  by  the  legend 
“Britannia.”  New  Jersey,  Vermont 


and  other  states  also  produced  a sub- 
stantial amount  of  coinage,  although 
Massachusetts  became  the  first  to  use 
the  denomination  “cent”. 

By  1790,  Alexander  Hamilton  was 
put  in  charge  of  outlining  a plan  for 
the  creation  of  national  coinage  sys- 
tem, plus  assisting  in  the  creation  of  a 
national  mint.  The  Mint  Act  of  April  2, 
1792  set  into  motion  the  coinage  that 
was  to  follow,  although  certain  changes 
regarding  weights  and  designs  were 
subsequently  made.  In  1792,  some  pat- 
terns for  U.S.  cents  were  designed.  One 
such  design  is  known  as  a “silver  center 
cent.”  A small  coin,  approximately 
22mm  across,  its  value  was  increased 
by  a small  silver  plug  put  into  its  cen- 
ter prior  to  striking.  An  unattractive 
stringy  haired  bust  of  Liberty  faces 
to  the  right,  with  the  legend  “Liberty 
Parent  of  Science  and  Industry”  cir- 
cled about  its  periphery.  Another  cent, 
attributed  to  William  Russell  Birch, 
a medal  maker  in  England,  has  the 
same  motto  but  with  a far  more  attrac- 
tive representation  of  Liberty.  Lack- 
ing a silver  plug,  this  larger  piece  is 
approximately  10mm  wider  than  the 
above.  In  addition  to  having  the  coun- 
try and  denomination  on  its  reverse, 
one  variety  of  this  “Birch  cent”  also 
has  the  initials  “G.W.P.,”  which  stand 
for  George  Washington  President.  A 
second  variety  simply  has  the  country, 
denomination  and  the  fraction  '/ioo  in 
place  of  the  three  initials.  It  was  this 
second  wreath-type  model  that  the 
mint  eventually  adhered  to. 

With  these  and  other  attempts  falling 
short,  the  U.S.  government  employed 
designer  Henry  Voigt  to  create  this 
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country’s  first  U.S.  Mint-issued  coin. 
Referred  to  as  the  Chain  cent,  this  design 
has  a 13-linked  chain  on  the  reverse, 
somewhat  similar  to  the  Fugio  cent. 
However,  the  similarities  end  there.  The 
denomination  “One  Cent”  and  its  frac- 
tion “Vioo”  are  within  the  chain;  the 
improperly  spaced  outer  lettering  reads 
“United  States  of  Ameri.”  The  obverse 
shows  a wild-haired,  frightened-faced 
portrait  of  Liberty  staring  to  the  right, 
the  word  “Liberty”  above  her  and  the 
date  under  the  truncation.  Also  made  of 
pure  copper,  its  weight  is  13.48  grams 
(heavier  than  the  fugio  cent)  and  the 
diameter  runs  from  26  to  27mm,  roughly 
the  same  as  the  Fugio.  Much  thicker,  the 
edges  have  a vine-and-bar  motif.  After 
striking  the  so-called  “Ameri”  variety, 
the  reverse  die  was  corrected  to  read 
“America”  in  full.  Still,  the  hideous 
obverse  remained,  and  after  a total  of 
36,103  chain  cents  were  struck,  both 
sides  were  redesigned  to  show  a prettier 
Liberty  (still  not  beautiful)  and  a wreath, 
in  place  of  the  chain.  Some  varieties  of 
this  wreath  cent  have  the  edges  lettered 
“One  Hundred  for  a Dollar,”  instead  of 
the  vme-and-bars  style. 

But  the  public  was  still  dissatisfied 
with  the  crude  obverse  designs,  so 
a third  change  was  instituted  before 
the  end  of  1793.  The  new  designer 
was  Joseph  Wright.  This  time,  Liberty 
had  smooth  hair  locks  in  place  of  the 
stringy  windblown  look.  A mounted 
Phrygian  Cap,  denoting  freedom  of 


Fugio  cent,  1787. 


thought,  shows  at  the  rear  left  of 
Liberty’s  head.  This  device,  known  to 
be  used  by  the  ancient  Greeks,  gave  a 
bit  of  artistry  to  our  early  coins  and 
helped  to  calm  an  annoyed  populace. 

Troubles  at  the  Mint  continued.  In 

1795,  the  price  of  copper  went  up,  and 
the  weights  of  copper  coins  had  to  be 
reduced.  The  resulting  thin  planchet 
made  edge  designs  impossible.  So, 
either  the  edges  were  left  plain,  or 
had  minor  undistinguished  marks.  In 

1796,  the  obverse  design  was  changed 
by  yet  another  engraver,  Robert  Scot. 
This  attractive  “draped  bust”  design 
lasted  through  1807.  During  these 
years,  mistakes  such  as  missing  stems 
on  the  reverse  wreath,  fractions  read- 
ing “Vooo,”  “UNITED”  reading  as 
“IIITED”  and  “LIBERTY”  reading  as 
“LIHERTY”  occurred  with  regularity. 
It  is  important  to  realize  the  difficulties 
of  working  at  the  Mint  in  those  years. 
Eleven-hour  work  days  were  normal, 
and  the  pay  for  the  average  pressman 
was  $1.25  a day.  Working  a 66  hour 
week,  in  addition  to  producing  cents, 
they  were  also  producing  copper  half 
cents,  silver  half  dimes  (there  were  no 
nickels  struck  yet),  dimes,  quarters, 
half  dollars,  silver  dollars,  $2V2  , $5 
and  $10  gold  coins.  And  there  were 
times  when  the  Mint  was  shut  down 
because  of  illness  and  disease. 

The  designs  were  changed  in  1808 
to  what  is  referred  to  as  the  Classic 
Head  type.  This  was  designed  by  Rob- 


Chain cent,  1793,  reverse. 


All  images  courtesy  of  the  American  Numismatic  Society. 


ert  Reich,  an  assistant  engraver  who 
took  over  from  the  aging  Robert  Scot. 
Also,  Reich,  a German  refugee  who  was 
happy  just  to  immigrate  to  the  New 
World,  was  a bargain  at  $600  per  year. 
Good  copper  became  increasingly  dif- 
ficult to  find  locally,  or  to  import.  The 
Classic  Head  cents  of  this  era  are  known 
for  having  a soft,  spongy  look  due  to 
inferior  metal.  Growing  problems  with 
England  once  again  hindered  trade  with 
that  country,  not  making  production 
any  easier.  Finally,  because  of  another 
war  with  England,  production  was  shut 
down  altogether  in  1815.  This  remains 
the  only  year  that  cents  were  not  struck. 
Indeed,  less  than  90,000  quarters  and 
about  half  that  amount  of  50-cent  pieces 
were  issued  with  that  date,  and  the  only 
gold  coins  struck  were  $5  pieces,  which 
totaled  a mere  635  coins. 

By  1816,  with  the  second  war  set- 
tled, it  was  back  to  business  as  usual. 
Robert  Scot,  now  around  70  years 
old,  only  slightly  modified  the  exist- 
ing Reich  model  by  making  the  hair 
strands  sharper  and  giving  Liberty 
a stronger,  tougher  look.  It  is  usu- 
ally called  the  Matron  Head  type. 
With  good  copper  planchets  once 
again  coming  in  from  the  English 
firm  of  Boulton  and  Watt,  production 
increased  to  over  34  million  cents  dur- 
ing the  20-year  span  of  1816-1835. 
Major  minting  problems  were  now 
seen  as  things  of  the  past;  most  anom- 
alies were  “overdates”  where  time 


Classic  Head  cent,  1810. 


Financial  History  ~ Winter  Z009 


28 


WVVW.E  lNANCIALHISTORY.ORG 


was  saved  by  engravers  cutting  a new 
date  into  an  old  die,  which  contained 
the  date  of  a previous  year.  Overdates 
such  as  1819/8,  1820/19,  1824/22  and 
1826/5  were  struck  with  such  regular- 
ity that  even  today,  these  overdates 
are  nearly  as  commonly  seen  as  those 
same  years  without  the  re-dating.  The 
styling  began  to  change  again  partway 
through  1835.  A more  youthful  look- 
ing Liberty,  appropriately  called  the 
Young  Head  type,  made  its  debut. 
Still  with  its  bust  facing  to  the  left,  and 
still  having  the  same  circular  Christ- 
mas-wreath  style  on  its  reverse  (with 
denomination  inside  the  wreath  and 
“United  States”  etc.  outside)  the  face 
is  much  friendlier,  and  rather  asexual. 
Designed  by  Christian  Gobrecht  of 
Pennsylvania,  it  still  weighed  10.89 
grams,  the  same  as  those  first  issued 
part  way  through  1795.  Its  diameter 
of  27.5mm  is  just  slightly  smaller  than 
previous  issues. 

By  the  late  1 840s,  the  price  of  cop- 
per was  rising  faster  than  expected  and 
alternatives  were  sought  out.  The  idea 
of  reducing  the  amount  of  copper  in 
a cent  by  adding  nickel  and  zinc  was 
originally  conceived  in  1837,  near  the 
beginning  of  what  came  to  be  known 
as  the  Hard  Times  era.  A severe  reces- 
sion resulted  from  the  collapse  of  the 
Second  Bank  of  the  United  States.  This 
resulted  in  coin  hoarding,  which  did 
not  abate  until  the  mid- 1840s.  Dr. 
Lewis  Feuchtwanger,  a German-born 


mineralogist  from  New  York  City,  sug- 
gested to  Congress  that  his  white-metal 
substitute  would  be  ideal  in  resolving 
the  coin  shortage.  Congress  was  not 
impressed,  but  this  did  not  seem  to 
deter  Dr.  Feuchtwanger,  who  earned 
his  money  as  a physician,  metallur- 
gist and  chemist.  He  flooded  the  New 
York  area  with  thousands  of  one  cent 
and  three  cent  pieces  which  gained  a 
degree  of  acceptance,  as  evidenced  by 
the  many  circulated  pieces  seen  in  col- 
lectors’ hands  today.  Similar  in  size  and 
color  to  today's  dime,  its  obverse  shows 
a perched  eagle  with  wings  flared,  fac- 
ing left.  Under  its  talons  is  a snake.  On 
the  reverse  is  “One  Cent”  inside  of  a 
wreath  and  “Feuchtwanger's  Composi- 
tion” circled  above. 

The  Mint  was  still  struggling  to 
come  up  with  a substitute  for  the 
expensive  cent.  By  the  next  year,  1856, 
they  solved  the  problem  by  striking  the 
Flying  Eagle  cent,  composed  of  88% 
copper  and  12°..  nickel  and  weighing 
4.67  grams.  It  measures  19mm  across, 
the  same  as  today's  Lincoln  cents, 
though  somewhat  thicker. 

I he  designer  was  James  Barton 
l.ongacre,  who  took  over  these  respon- 
sibilities from  Christian  Gobrecht  after 
he  died  in  1844.  The  bust  of  the  Indian 
Head  cent  in  1859  was  intended  to 
represent  l iberty,  wearing  beads  and 
a headdress.  With  the  disappearance 
of  coins  during  the  Civil  War,  a thin- 
ner and  lighter  Indian  I lead  cent  made 


its  debut  in  1864.  Composed  of  95% 
copper  and  a 5%  tin/zinc  alloy,  the 
coin  weighed  3. 1 1 grams.  With  one 
exception  in  1943,  this  composition 
was  to  remain  constant  through  1981. 
About  half-way  through  1909,  this 
long-lasting  design  was  finally  halted; 
the  Indian  Head  design  was  beginning 
to  wear  out  its  welcome. 

President  Theodore  Roosevelt  con- 
tacted young,  Lithuanian-born  Victor 
David  Brenner  after  spotting  the  med- 
alist’s Lincoln  plaque.  With  Lincoln’s 
centennial  birth  year  due  in  1909, 
what  better  way  to  celebrate  the  event 
than  to  replace  the  weary  Indian  Head 
with  one  of  the  16th  president?  By 
August  of  1909,  the  public  got  its 
first  taste  of  the  first  President  to  be 
honored  on  a U.S.  coin.  The  obverse 
portrait  thrilled  the  public.  But  soon 
controversy  arose  over  the  “V.D.B.” 
initials  originally  placed  on  the  lower 
reverse  of  this  coin.  As  was  the  case 
in  1793,  public  outcry  caused  the 
Mint  to  make  a change.  This  time, 
the  change  was  minor,  and  the  initials 
were  removed  before  the  end  of  the 
year.  They  were  later  replaced  in  1918 
under  Lincoln’s  shoulder,  in  very  tiny 
letters.  Brenner  lived  to  see  the  rein- 
stating of  his  initials;  he  died  in  1924. 

Unchanged  from  the  beginning, 
World  War  II  saw  the  first  issuance 
of  a copper-less  cent.  Needing  this 
metal  for  war-time  use,  the  composi- 
continued  on  page  39 


Feuchtwanger  cent,  1837. 


Flying  Eagle  cent,  1857. 


Indian  Head  cent.  1859. 
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KEOGH 

PLANS 

Precursor  of  the 
Retirement  Revolution 


Representative  Charles  A.  Wolverton,  W.  Kingsland  Macy 
and  Eugene  J.  Keogh,  standing  at  the  smallest  stall  with 
the  smallest  salesman,  with  very  little  to  sell. 


By  Matthew  P.  Fink 

“And  coming  events  cast  their  shad- 
ows before.” 

— Thomas  Campbell 

The  Revolution 

Recent  decades  have  witnessed  a 
revolution  in  private  retirement  plans. 
There  has  been  a massive  shift  from 
defined  benefit  (DB)  plans,  where 
employers  promise  specific  benefits 
to  employees,  make  investment  deci- 
sions, and  bear  the  investment  risk, 
to  defined  contribution  (DC)  plans, 
where  employees  make  their  own 
investment  decisions  and  bear  the 
investment  risk.  In  1980,  30  mil- 
lion employees  were  covered  by  DB 
plans  versus  19  million  in  DC  plans. 
By  2006,  DC  plans  had  66  million 
participants  versus  20  million  in  DB 
plans.  At  the  same  time,  mutual  funds 
have  become  the  investment  vehicle  of 
choice  for  participants  in  DC  plans, 
growing  from  8%  of  DC  assets  in 
1989  to  51%  in  2008. 

As  a result  of  the  shift  from  DB  to 
DC  plans  and  the  increasing  use  of 
mutual  funds  as  a funding  medium  for 
DC  plans,  in  mid-2008  mutual  funds 
accounted  for  25%  of  the  assets  of  all 
private  retirement  plans. 

The  revolution  in  retirement  plans 
was  foreshadowed  by  legislation  in 
1962  providing  for  the  creation  of 
retirement  plans  for  the  self-employed 
(Keogh  plans).  The  debate  over  Keogh 
plans  changed  the  way  policymakers 
view  retirement  plans,  opening  the  way 
for  a series  of  laws  that  greatly  expanded 
retirement  plans.  Mutual  funds’  experi- 
ence with  Keogh  plans  laid  the  ground- 
work for  funds’  future  success  in  this 
expanded  retirement  plan  market. 

The  Creation  of  Keogh  Plans 

Before  1962,  the  federal  income  tax 
code  only  permitted  “employees”  to 


be  covered  by  qualified  pension  plans; 
therefore,  self-employed  individuals 
were  not  able  to  obtain  pension  cov- 
erage. For  over  a decade,  attorneys, 
physicians,  architects  and  other  pro- 
fessionals lobbied  for  legislation  per- 
mitting self-employed  individuals  to 
establish  retirement  plans  similar  to 
corporate  plans.  They  were  vigorously 
opposed  during  both  the  Eisenhower 
and  Kennedy  administrations  by  the 
Treasury  Department,  which  raised 
a number  of  objections,  notably  the 
creation  of  a new  “tax  preference” 
or  “subsidy”  that  would  erode  the 
tax  base.  Each  year,  Congressman 
Keogh,  a Democrat  from  New  York, 
introduced  bis  bill,  which  always  bore 
the  number  H.R.  10.  The  legislation 
passed  the  House  a number  of  times 
but  never  made  it  through  the  Senate. 


While  professional  associations  and 
Treasury  Department  staff  publicly 
battled  over  the  issue,  representatives 
of  various  segments  of  the  financial 
industry,  including  banks,  insurance 
companies  and  mutual  funds,  met 
behind  the  scenes  to  work  out  legisla- 
tive drafting  problems  and  to  see  to  it 
that  the  law  did  not  give  one  industry 
a competitive  advantage  over  others  in 
the  Keogh  plan  market. 

Finally,  in  1962,  over  the  strenuous 
opposition  of  the  Treasury  Depart- 
ment, Keogh  and  his  allies  succeeded 
in  obtaining  enactment  of  the  Self- 
Employed  Individuals  Tax  Retirement 
Act  of  1962.  The  Act: 

• permitted  self-employed  individuals 
to  establish  retirement  plans; 

• allowed  a self-employed  individual 
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to  contribute  the  lesser  of  $2,500 
or  10%  of  self-employed  income, 
but  provided  that  only  50%  of  the 
contribution  was  deductible; 

• required  the  self-employed  indi- 
vidual to  make  contributions  for 
employees  with  three  years  of  ser- 
vice on  a basis  that  was  not  dis- 
criminatory compared  to  his  own 
contributions; 

• permitted  additional  voluntary  con- 
tributions that,  though  non-deduct- 
ible, grew  tax-free; 

• prohibited  the  payment  of  benefits 
before  age  59 Vi;  and 

• required  benefits  to  begin  before  age 
70  Vi. 

Although  these  and  other  require- 
ments were  far  more  restrictive  than 
those  imposed  on  corporate  retirement 


plans,  they  did  represent  a beginning. 

The  1 9h2  Act  provided  that  funding 
of  Keogh  plans  could  be  accomplished 
in  a number  of  ways,  including  contri- 
butions to  bank-administered  trusts, 
purchase  of  annuity  contracts,  pur- 
chase of  special  government  bonds, 
and  contributions  to  bank  custodial 
accounts  invested  solely  in  mutual 
fund  shares.  This  latter  provision  orig- 
inated with  the  mutual  fund  industry's 
trade  association,  the  National  Asso- 
ciation of  Investment  Companies,  now 
known  as  the  Investment  Company 
Institute.  This  was  the  first  time  the 
mutual  fund  industry  actively  par- 
ticipated in  the  development  of  retire- 
ment plan  legislation  and  the  first 
time  legislation  explicitly  recognized 
mutual  funds  as  an  appropriate  fund- 
ing medium  for  retirement  plans. 


The  Growth  of  Keogh  Plans 

At  first,  there  was  relatively  little  inter- 
est in  Keogh  plans  due  to  the  com- 
plexity of  the  law  and  the  severe 
limitation  on  deductible  contributions. 
One  mutual  fund  executive  reported, 
"The  original  bill  was  so  burdened  by 
limitations  and  a history  of  opposi- 
tion dating  back  over  the  several  years 
of  its  development  that  there  was 
little  left  to  recommend  it  to  the  public 
when  it  finally  passed.”  But  the  self- 
employed  were  hopeful  that  over  time 
Congress  would  expand  the  program 
so  as  to  make  Keogh  plans  comparable 
to  corporate  retirement  plans.  Their 
expectations  were  realized  as  Congress 
successively  enhanced  the  program: 

• In  1 967,  Congress  eliminated  the  50% 
limit  on  deductibility.  A self-employed 
individual  could  now  contribute  and 
deduct  the  lesser  of  $2,500  or  10%  of 
earned  income; 

• In  1974,  the  Employee  Retire- 
ment Income  Security  Act  (ERISA) 
increased  the  deductible  limit  to  the 
lesser  of  $7,500  or  15%  of  earned 
income; 

• In  1981,  the  limit  was  raised  again, 
to  the  lesser  of  $15,000  or  15%  of 
earned  income; 

• Finally,  the  Tax  Equity  and  Fiscal 
Responsibility  Act  of  1982  granted 
full  parity  to  Keogh  and  corporate 
plans  — maximum  contributions  to 
both  types  of  plans  were  set  at  the 
lesser  of  $30,000  or  25%  of  earned 
income. 

Thus,  the  effort  by  the  self- 
employed  to  obtain  equal  treatment 
that  had  begun  in  the  early  1950s 
finally  achieved  total  victory. 

The  reader  may  wonder  about  the 
process  that  produced  the  successive 
dollar  limits  on  deductible  contribu- 
tions to  Keogh  plans,  perhaps  imag- 
ining that  they  resulted  from  careful 
analytical  studies  by  economic  experts 
or  from  shrewd  political  horse  trad- 
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ing  in  Congress.  In  his  autobiogra- 
phy, Edwin  S.  Cohen,  who  served  as 
Undersecretary  of  the  Treasury  for 
tax  policy  in  the  Nixon  administra- 
tion, recounted  the  story  of  how  the 
1974  limits  on  deductible  contribu- 
tions to  Keogh  plans  and  Individual 
Retirement  Accounts  (IRAs)  were 
established.  In  November  1971,  Peter 
Flanigan,  a senior  official  in  the  White 
House,  convened  a meeting  consist- 
ing of  himself  and  top  officials  of 
the  Treasury,  Commerce  and  Labor 
Departments  and  the  Office  of  Man- 
agement and  Budget.  Views  differed 
sharply  on  the  proposed  IRA  ceiling, 
and  after  bargaining  the  group  voted: 
two  in  favor  of  a $2,000  limit  and 
three  in  favor  of  $1,500.  A similar 
split  developed  with  respect  to  Keogh 
limits,  with  the  vote  two  in  favor  of 
$5,000  and  three  for  $7,500. 

Cohen  reported:  “As  the  meeting 
broke  up,  we  all  laughed  at  the  way  we 
had  reached  the  decision,  and  agreed 
that  it  probably  was  of  little  moment 
because  the  Congress  would  doubtless 
reach  a compromise  at  some  different 
figures.”  Cohen  was  grilled  about  the 
proposed  numbers  when  he  testified 
before  Congress,  and  he  still  assumed 
that  Congress  would  establish  its  own 
limits.  But  when  ERISA  was  enacted 
over  two  years  later,  Cohen,  who  had 
left  government,  found  that  “I  had  to 
smile  when  I saw  the  final  figures  in  the 
new  law:  $1,500  for  IRAs  and  $7,500 
for  the  self-employed,  just  the  figures 
we  had  reached  by  the  three-to-two 
votes  in  Peter  Flanigan’s  office.” 

Most  professional  firms  were  small 
and  had  few  owners  and  employees,  so 
banks  and  insurance  companies  gener- 
ally had  little  interest  in  the  Keogh 
market.  But  mutual  funds  zeroed  in. 
In  1967,  there  were  20,000  mutual 
fund  Keogh  plans  with  $82  million  in 
assets.  By  1970,  there  were  122,000 
fund  plans  with  assets  of  $350  mil- 
lion. By  1980,  there  were  225,000 
fund  plans  with  assets  of  $3.8  bil- 
lion. The  government  did  not  compile 
statistics  categorizing  Keogh  plans  by 


funding  media.  But  in  1968  Barron’s 
reported  that  “plans  run  by  mutual 
funds  and  life  insurance  companies 
apparently  are  the  most  popular.” 

In  1974,  the  Investment  Company 
Institute  estimated  that  mutual  funds 
accounted  for  about  one-third  of  all 
Keogh  plans  and  concluded,  “The 
mutual  fund  industry  has  been  the 
most  successful  financial  institution 
in  promoting  the  sale  of  Keogh  plans 
since  the  original  Act  was  passed 
in  1962.”  Subsequently,  the  institute 
reported  that  at  year  end  I 976  mutual 
funds  accounted  for  “well  over  40% 
of  the  Keogh  total.” 

Importance  of  the 

Keogh  Experience 

The  Keogh  debate  changed  the  way 
retirement  plans  are  viewed  by  pol- 
icy makers.  Traditionally,  retirement 
plans  had  been  regarded  as  a way  to 
help  employers  manage  their  work- 
forces, for  example,  as  a means  by 
which  employers  could  induce  older, 
highly-paid  workers  to  retire,  so  they 
could  be  replaced  with  younger,  lower- 
paid  employees.  In  the  Keogh  debate, 
the  Treasury  Department  categorized 
retirement  plans  an  entirely  different 
way  — as  a government  “subsidy”  or 
“tax  preference”  designed  to  pro- 
vide income  to  retirees  — and  the  self- 
employed  argued  that  it  was  unfair  for 
the  government  to  provide  this  sub- 
sidy or  tax  preference  to  some  retirees 
but  not  others.  James  A.  Wooten,  a 
leading  historian  of  retirement  plans, 
has  observed,  “Debate  about  the  tax 
subsidy  prompted  a shift  in  thinking 
about  pension  plans.  In  the  emerging 
view,  pension  plans  were  more  than 
tools  for  meeting  personnel  needs. 
They  were  vehicles  for  government  to 
channel  income  to  the  aged.” 

This  shift  in  thinking  led  future 
Congresses  to  enact  a series  of  laws 
designed  to  channel  more  and  more 
income  to  retirees.  In  1974,  ERISA 
tripled  the  Keogh  contribution  limit, 
created  the  first  IRAs,  and  opened 
the  403(b)  teacher  and  non-profit 


employee  plans  to  mutual  funds.  In 
1978,  Congress  authorized  401  (k) 
plans.  In  1981,  Congress  doubled  the 
Keogh  limit  and  made  IRAs  available 
to  all  workers. 

The  mutual  fund  industry’s  expe- 
rience with  Keogh  plans  laid  the 
groundwork  for  funds’  future  success 
in  the  expanded  DC  market.  Fund 
marketing  departments  learned  how 
to  appeal  to  employers  to  establish 
Keogh  plans  and  fund  them  with 
mutual  funds.  Fund  back  offices  devel- 
oped ways  to  economically  administer 
small  accounts  and  contributions  for 
a number  of  individuals  in  the  same 
firm.  Fund  legal  counsel  mastered  how 
to  mesh  the  differing  requirements  of 
the  securities  laws  and  pension  laws. 
The  Investment  Company  Institute 
began  dealing  with  federal  pension 
officials  on  a regular  basis  and  started 
developing  a wish  list  for  future  retire- 
ment legislation. 

Mutual  funds’  success  in  the  DC 
market  has  been  due  to  many  fac- 
tors, including  a generally  rising  stock 
market,  provisions  in  ERISA  exempt- 
ing funds  from  fiduciary  liability,  and 
Department  of  Labor  regulations  that 
track  fund  practices.  But  much  of 
mutual  funds’  success  grew  out  of  the 
debate  over  and  the  experience  with 
Keogh  plans. 

Thus,  the  experience  with  Keogh 
plans  helped  produce  both  a greatly 
expanded  system  of  private  retirement 
plans  and  mutual  funds’  success  in  this 
new  system.  I3T1 

This  article  is  adapted  from  Matthew 
Fink’s  history  of  mutual  funds,  The 
Rise  of  Mutual  Funds:  An  Insider’s 
View  ( Oxford  University  Press,  2008). 
Mr.  Fink  was  with  the  Investment  Com- 
pany Institute,  the  national  association 
of  the  mutual  fund  industry,  from  1971 
to  2004  and  served  as  its  president 
from  1991  to  2004.  He  is  the  author 
of  a number  of  articles  on  mutual  fund 
history  and  regularly  lectures  on  that 
history  at  fund  boards,  law  firms,  law 
schools  and  other  institutions. 
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Hn  Appreciation  30 
pears  in  tire  malting 


By  Bruce  Weitzman 


The  day  was  Friday,  March  30, 
1979,  and  the  nation’s  worst  nuclear 
power  plant  accident  was  two  days 
old.  Experts  at  the  National  Regula- 
tory Commission  worked  to  bring  the 
Three  Mile  Island  accident  under 
control  while  officials  at  the  U.S. 
Department  of  Health,  Education 
& Welfare  (HEW)  had  their  hands 
full  themselves.  They  were  making 
contingencies  for  a worst-case 
scenario:  a release  of  radioac- 
tive iodine  into  the  atmosphere 
would  jeopardize  the  health 
of  tens  of  thousands  of  men, 
women  and  children.  Officials 
were  well  aware  that  indi- 
viduals pretreated  with 
potassium  iodide  would 
be  protected  from  any 
subsequent  exposure  to 
radioactive  iodine;  how- 
ever, there  were  no  phar- 
maceutical or  chemi- 
cal companies  making 
potassium  iodide  in  the 
quantities  needed.  The 
officials  at  HEW  were 
in  a quandary.  What 
would  they  do? 

The  accident  at  Three 
Mile  Island  began  on 
March  28,  1979,  when 
loss  of  coolant  in  a pres- 
surized light  water  reac- 
tor exposed  portions  of  the 
core,  which  melted  and  led  to 
the  release  of  radioactive  fission  prod- 
ucts. The  FDA  first  learned  of  the  acci- 
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-prtMJLE  ISLAND 

CEHTEH 

[CLOSEDTODAY 


A sign  announces  the  closing  of  the  observation  center  for  the  Three  Mile  Island 
nuclear  plant  in  Pennsylvania,  following  an  accident  on  March  28,  1 979. 


dent  in  a briefing  the  following  day.  At 
the  time,  a release  of  large  amounts  of 
radioactive  iodine  appeared  imminent. 
Joseph  A.  Califano,  then  secretary  of 
HEW,  assigned  John  C.  Villforth  as 
“point  man”  for  the  crisis.  The  FDA 
needed  to  act  quickly  and  decisively, 
and  it  was  at  this  March  29  meet- 
ing that  sweeping  assumptions  were 
made.  An  estimated  one  million  indi- 
viduals within  a 30-mile  radius  of  the 
plant  would  impact  roughly  250,000 
households.  Therefore,  one  bottle  of 
SSKI  (saturated  solution  of  potassium 
iodide)  per  household  would  require 
16,500  pounds  of  potassium  iodide 
(KI).  Villforth  turned  to  his  friend  and 
aide,  Jerome  A.  Halperin,  then  the 
deputy  director  of  the  Bureau  of  Drugs 
for  the  Food  and  Drug  Administra- 
tion with  a daunting  task:  get  a drug 
that  hadn’t  even  been  approved  by  the 
FDA,  much  less  manufactured,  to  Har- 
risburg for  immediate  distribution. 

During  the  late  hours  of  March  30, 
the  search  for  the  drug  began  as  Jerome 
began  dialing  the  telephone  to  potential 
suppliers  listed  in  Drug  Topics:  Annual 
Pharmacists’  Reference , a listing  of 
pharmaceutical  suppliers’  products  and 
process.  It  quickly  became  apparent 


that  these  vendors  could  not  provide 
the  quantities  needed,  so  the  search 
turned  to  major  drug  manufacturers. 
Once  again,  results  were  discouraging. 
Companies  had  neither  the  quantity  nor 
facilities  to  manufacture  SSKI  without 
delay.  A chemical  manufacturer  with 
a pharmaceutical  division  was  needed, 
and  the  FDA  team  hit  pay  dirt  with  a 
call  shortly  after  midnight  to  the  Mall- 
inckrodt  Company  of  St.  Fouis.  An 
alert  security  guard  relayed  the  request 
up  the  chain  of  command. 

Jerry  Halperin  recalls  talking  to 
Mallinckrodt  company  president  Ray- 
mond Bentele  at  his  home.  “Nobody 
had  ever  heard  of  a tablet.  They  didn’t 
have  tablets,  but  he  thought  they 
could  make  a solution.”  The  president 
called  his  plants  and  a vice  president 
got  back  with  good  news.  Mallinck- 
rodt had  an  adequate  supply  of  KI  and 
the  ability  to  put  it  into  solution  form 
and  bottle  it  at  their  Decatur,  Illinois 
facility.  At  about  3:00  a.m.  on  March 
31,  the  plant  manager  of  the  pharma- 
ceutical products  division  phoned  the 
FDA  to  confirm  KI  was  being  shipped 
by  truck  from  the  chemical  depot  in 
St.  Fouis,  and  the  plant  would  begin 
production  immediately  upon  receipt. 


But  manufacture  of  the  drug  was 
only  the  beginning.  The  next  logisti- 
cal issue  was  bottling.  The  only  size 
container  that  was  immediately  avail- 
able in  adequate  quantities  was  a one 
ounce  square  powder  jar,  which  was 
not  an  ideal  container  for  liquid.  But 
since  acquiring  an  adequate  quantity 
of  one  ounce  dropper  bottles  would 
take  precious  days,  the  unconven- 
tional container/closure  system  was 
approved.  Next  came  issues  of  prod- 
uct labeling  and  Good  Manufacturing 
Practice  Regulations.  Wording  for  the 
labels  was  dictated  over  the  telephone, 
and  the  FDA  agreed  to  waive  govern- 
ment regulations. 

Since  Decatur,  Illinois  was  not  a 
major  city  for  air  freight  service,  trans- 
porting tons  of  drug  products  became 
an  additional  obstacle.  Fortunately  the 
Federal  Disaster  Assistance  Adminis- 
tration arranged  an  airlift  by  the  U.S. 
Air  Force.  The  first  11,000  bottles 
were  ferried  to  Harrisburg  aboard 
an  Air  Force  C-130  at  11:00  p.m.  on 
March  31  — less  than  24  hours  after 
the  first  contact  with  Mallinckrodt. 
But  even  this  operation  was  not  flaw- 
less. Because  of  a breakdown  in  the 
labeling  machine,  this  first  shipment 
of  bottles  was  not  labeled.  However, 
FDA  authorized  the  shipment  to  go 
forward  with  the  unattached  labels 
shipped  in  the  cartons  with  the  labels 
to  be  applied  later. 

The  square  powder  jar  without 
droppers  was  not  an  ideal  solution,  so 
FDA  staff  canvassed  the  country  for  a 
superior  delivery  system  and  uncovered 
a supply  of  250,000  medicine  drop- 
pers at  the  firm  of  Dougherty  Broth- 
ers in  the  small  town  of  Bueno,  New 
Jersey.  Because  the  firm  was  unable  to 
dispatch  them  to  Harrisburg  quickly, 
on  the  night  of  March  31a  U.S.  Army 
truck  was  dispatched  to  pick  up  and 
deliver  the  essential  droppers. 

On  the  morning  of  April  1,  Mall- 
inckrodt expressed  its  concern  to  the 
FDA  that  as  the  agency’s  only  sup- 
plier, a major  breakdown  at  the  Deca- 
tur plant  would  bring  production  to 
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a standstill.  The  company  implored 
the  FDA  to  locate  a secondary  source 
for  bottling  the  drug,  and  as  a result 
the  FDA  recruited  Parke-Davis  Co.  in 
Detroit  to  package  SSKI  if  Mallinck- 
rodt  would  provide  the  bulk  solution. 
On  the  afternoon  of  April  1,  2,900 
liters  of  SSKI  were  shipped  via  char- 
tered aircraft  from  Decatur  to  Detroit, 
and  Parke-Davis  began  operations 
immediately.  Since  Mallinckrodt  had 
already  printed  labels  and  Parke-Davis 
had  not  begun  to  print  its  own,  FDA 
authorized  Parke-Davis  to  use  Mall- 
inckrodt labels. 

Over  the  following  “2  hours,  Parke- 
Davis  and  Mallinckrodt  bottled  and 
delivered  more  than  237,000  bottles 
of  SSKI  to  Harrisburg.  However,  with 
the  product  now  on-hand,  and  the 
massive  project  near  completion,  a new 
problem  presented  itself.  A pharmacist 
employed  by  the  state  of  Pennsylvania 
examined  the  first  shipment  of  SSKI 


bottles  and  droppers  and  determined 
that  the  droppers  were  the  wrong  size. 
The  label  specified  a dose  of  two  drops 
per  day  to  receive  1 30  mg  of  KI.  The 
droppers  obtained  on  short  notice 
required  three  drops  to  get  one  dose. 
This  posed  a problem.  The  state  was 
faced  with  the  choice  of  advising  peo- 
ple to  disregard  the  directions  on  the 
label  or  to  follow  the  label  directions 
and  receive  a lower  dose.  The  FDA 
urged  the  stare  to  choose  the  second 
option  for  two  reasons:  an  adequate 
thyroid  blockade  ranges  from  about 
60  to  200mg  of  KI  and  so  the  smaller 
dosage  delivered  from  these  droppers 
still  fell  within  this  critical  range. 
Also,  the  FDA  feared  undermining 
the  public’s  confidence  in  the  drug, 
which  could  happen  if  people  became 
confused  about  the  dosage.  The  state 
agreed  with  the  FDA’s  advice  and 
agreed  to  the  two-drop  dose. 

Fortunately,  the  risk  of  radioactive 


iodine  release  had  declined  consider- 
ably during  the  time  interval,  and 
the  state  decided  not  to  distribute 
the  drug.  A few  weeks  after  the  TMI 
incident,  the  FDA  quietly  retrieved 
the  supply  of  SSKI  and  droppers,  and 
shipped  them  to  its  National  Center 
for  Toxicology  Research  in  Arkansas 
where  they  were  held  in  storage  for 
several  years  as  a “national  stock- 
pile.” When  the  quality  of  the  product 
deteriorated  to  a level  where  it  could 
not  be  used,  the  batch  was  destroyed. 

Industry  worked  hand-in-hand  with 
government  to  prevent  a catastrophe, 
demonstrating  that  it  is  not  always 
about  profits.  Sometimes  it  is  about 
duty,  na 
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Those  Museum  members  who  were 
lucky  enough  to  hear  Ferguson’s  talk 
late  last  year  probably  intended  to  take 
notes.  But  that  was  nearly  impossible, 
given  how  quickly  the  author  speaks 
and  how  each  idea  conjures  up  half  a 
dozen  more  in  his  mind  as  well  as  the 
mind  of  the  listener.  Besides,  looking 
down  at  a sheet  of  paper  would  have 
meant  missing  the  evocative  gestures 
and  facial  expressions,  and  listening 
for  content  would  have  meant  missing 
the  delightful  shadow  of  a brogue  this 
Glaswegian  still  speaks. 

Luckily,  those  notes  are  here  in  this 
book.  With  notes  of  their  own.  The 


writing  is  brisk,  if  occasionally  breezy, 
and  it  almost  makes  up  for  not  having 
Ferguson  in  person.  Fiis  energy  comes 
through  clearly  in  these  pages,  as  does 
the  sheer  joy  of  finding  out  why  things 
are  the  way  they  are,  and  how  they 
relate  to  each  other. 

For  those  who  missed  the  lecture, 
but  did  see  the  Public  Broadcasting 
Service  television  program  — Fergu- 
son is  the  original  triple  threat  — the 
book  will  be  a welcome  expansion 
on  the  themes  he  touched  on.  The 
show  was  heavy  on  images  and  light 
on  detail,  and  the  camera  seemed  to 
delight  in  lingering  on  negative  images 
of  run-down  neighborhoods  and  shift- 
less, overweight  people  drifting  from 
fast-food  joint  to  pawn  shop. 

In  the  book  Ferguson’s  history  of 
banking  is  as  good  as  any  and  better 
than  most.  He  digs  back  to  the  very 
beginning,  to  “a  young  mathematician 
called  Leonardo  of  Pisa,  or  Fibonacci.” 
No,  not  THE  Leonardo,  but  one  who 
should  be  better  known.  In  his  book 
Liber  Abaci,  The  Book  of  Calcula- 
tion, he  introduced  Arabic  numerals 
to  a wide  audience  in  Europe,  and 
with  them  important  fundamentals  of 
bookkeeping,  most  notably  the  con- 
cept of  present  value. 

Several  decades  on  the  story  picks 
up  in  Venice  where  Jewish  entre- 
preneurs were  the  only  ones  lend- 
ing money  because  Roman  Catholics 
considered  interest  “usury,”  a mortal 
sin.  Jews  were  confined  to  a new 
settlement  in  an  old  casting  foundry, 
the  ghetto  nuovo,  or  “new  foundry.” 
There  they  sat  on  their  benches,  or 
bancci,  managing  the  liquidity  that 
families  like  the  Medici  of  Florence 
used  to  bring  about  the  Renaissance. 


It  is  a well-known  story,  but  Ferguson 
tells  it  with  excitement. 

He  credits  the  successes  of  the 
Medici  to  “meticulous  bookkeeping” 
and  “diversification.”  From  there  the 
action  swings  to  Protestant  north- 
ern Europe  where  Ferguson  identifies 
three  specific  innovations:  direct  deb- 
its between  accounts  that  eliminated 
the  complications  of  multiple  curren- 
cies; bank  lending  in  excess  of  capital; 
and  the  joint-stock  company. 

Again,  none  of  this  is  new,  but  is 
told  better  here  than  almost  anywhere. 
The  same  goes  for  the  rise  of  the 
Houses  of  Rothschild.  Ferguson  does  a 
magnificent  job  of  describing  the  gifts, 
guts  and  glory  of  the  Rothschilds,  and 
especially  of  putting  them  into  context. 
This  is  not  surprising,  as  an  earlier 
book  of  Ferguson’s  deals  entirely  with 
the  family  and  its  fortune. 

For  innovation,  even  audacity,  turn 
to  chapter  five,  “Safe  as  Houses.”  In 
it  Ferguson  is  not  shy  about  building 
the  case  that  not  everyone  should  be 
a homeowner.  Indeed  it  is  the  mind- 
less pursuit  of  making  everyone  a 
homeowner  that  led  directly  to  the 
subprime  collapse.  Of  course,  it  took 
the  brightest  minds  on  Wall  Street  to 
metastasize  that  mortgage  mess  into  a 
financial  meltdown. 

Ferguson  pokes  a hole  in  the 
received  wisdom  that  the  safest  invest- 
ment is  a home.  He  cites  specific  fig- 
ures to  show  that  between  1987  and 
2007  the  returns  in  the  stock  market 
were  twice  the  returns  in  residential 
real  estate,  both  in  the  U.S.  and  in  the 
U.K.  There  are  lots  of  nuances,  of 
course,  but  the  truth  is  out.  And 
refreshing  it  is  to  read.  133 
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Mr.  Market  has  indeed  miscalcu- 
lated, hut  Mr.  Grant  is  spot  on.  He 
is  the  editor  of  Grant's  Interest  Rate 
Observer , one  of  the  few  publications 
that  serious  money  managers  are  sure 
to  read.  This  collection  of  essays  from 
the  pages  of  his  newsletter  recapitu- 
lates some  of  the  best  analysis  from 
1999  to  2008  — a decade  of  Homeric 
rises  and  falls  in  financial  markets. 

Readers  familiar  with  Grant  will 
revel  in  this  assembly.  Journalism, 
even  in-the-loop  reporting  and  clever 
interpretation  that  are  the  staples  of 
GIRO,  are  only  the  first  drafts  of 
history.  So  it  is  gratifying  to  have  a 
decade’s  worth  of  news  and  views 


gathered  and  laid  out  to  show  the 
trends  we  could  not  see  at  the  time 
because  we  were  too  close  to  events. 

Readers  not  familiar  with  Grant 
should  brace  themselves  for  two  sen- 
sations that  can  be  a little  unnerving. 
One  is  the  writer’s  deadpan  snarki- 
ness.  Grant  has  more  than  the  courage 
of  his  convictions  and  he  never  shies 
away  from  casting  aspersions  on  those 
who  differ.  When  that  rapier  is  used  to 
skewer  crooks  and  fools  in  the  execu- 
tive suite,  this  is  a fun  read.  But  when 
Zeus  hurls  his  thunderbolts  at  subjects 
nearer  and  dearer  to  readers'  hearts,  it 
can  border  on  mean-spirited. 

The  other  unsettling  feature  for 
new  readers  is  how  accurate  Grant  is 
time  and  again.  His  critique  of  what 
artificially  low  interest  rates  in  2005 
would  wreak  in  coming  years  is  so 
dead  on  that  it  seems  preternatural. 
Why  didn't  we  listen  while  we  still  had 
time  to  do  something  about  it?  We 
were  too  busy  stuffing  cheap  money 
into  our  pockets,  Grant  scolds.  Here 
again,  readers  new  to  Grant  might 
read  this  as  gloating.  But  when  the 
man  is  right,  he's  right. 

The  book  is  divided  into  1 1 chap- 
ters. 1 ike  a sharpshooter  in  a gallery. 
Grant  levels  his  weapon  at  each  target 
in  turn,  starting  with  J.  Pierpont  Mor- 
gan. Chapter  One  is  good  fun,  mostly 
because  the  targets  are  long  dead,  and 
their  sanctity  could  use  a little  punc- 
turing. After  Morgan,  the  “Gallery 
of  the  Immortals,”  takes  turns  pull- 
ing down  overblown  reputations  and 
shining  fresh  light  on  deserving  but 
overlooked  characters:  Henry  Single- 
ton,  Paul  Isaac,  Ben  Graham  and 
Thomson  Hankey. 

In  the  section  on  Hankey  Grant  lays 
bare  the  essential  problem  at  the  heart 


of  the  current  financial  maelstrom.  Han- 
key was  the  governor  of  the  Bank  of 
England  in  1851-2.  Quoting  Hankey, 
Grant  reiterates  that  “ready  money  is  a 
most  valuable  thing,  and  cannot  from 
its  very  essence  bear  interest;  everyone 
is  therefore  constantly  endeavoring  to 
make  it  profitable  and  at  the  same  time 
to  retain  its  use  as  ready  money,  which 
is  simply  impossible.” 

There  is  more  good  fun  “On  Planet 
Stock  Market”  where  Grant  sends  up 
the  astounding  stupidity  and  venal- 
ity that  oozes  from  some  executive 
suites.  “New  Eras  on  Parade”  turns 
the  spotlight  on  hare-brained  grand 
theories  of  economics.  "Mr.  Market 
Buys  a House,”  is  a much  more  pain- 
ful chapter,  because  it  sets  out  chapter 
and  verse  on  how  subprime  lending 
brought  down  the  entire  economy.  At 
the  end  of  this  set  of  essays  the  reader 
will  feel  like  a sorrowful  and  exasper- 
ated parent  crying,  “What  could  you 
have  been  thinking?” 

The  chapter  titled  “Mr.  Market  in 
the  Dock”  is  every  bit  as  clever,  but 
here  is  where  the  cleverness  turns  a bit 
bitter.  Grant  dismissively  states,  “The 
safeguards  put  in  place  in  reaction 
to  the  Great  Depression  have  spared 
this  country  another  Great  Depression. 
However,  far  from  sparing  us  another 
Insull,  they  helped  to  incubate  Enron.” 
There  is  not  quite  enough  differen- 
tiation between  bad  regulations,  and 
good  regulations  poorly  executed. 

On  the  whole,  though,  Grant  is  a 
ripping  read.  There  are  cartoons  to 
break  up  the  visual  and  intellectual 
density,  but  make  no  mistake  — this 
book  is  the  black-diamond  run  on  the 
ski  resort.  Those  who  can  handle  it  are 
going  to  learn  a great  deal  and  have  a 
lot  of  fun.  (93 
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Crisis  in  Mortgage  Securitization 
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had  weakened  depository  institutions 
and  to  provide  a new  channel  for  the 
interregional  movement  of  mortgage 
credit.  During  this  early  period  mod- 
ern securitization  relied  on  the  public 
GSEs,  however,  to  insure  and  control 
the  fundamental  credit  risks  associ- 
ated with  mortgage  lending. 

When  I examined  the  history  of 
securitization  in  1995  it  appeared  that 
private  label  securitization  was  set  to 
reshape  the  market  for  jumbo  resi- 
dential and  commercial  mortgage  just 
as  GSE-sponsored  securitization  had 
transformed  the  conformable  residen- 
tial market.  I observed  at  that  time 
that  history  suggested  caution  — not 
because  modern,  private-label  securi- 
tization would  fail,  but  because  rating 
agencies,  underwriters  and  investors 
would  demand  complex,  intricate  and 
costly  safeguards  to  make  sure  that  it 
did  not.  I questioned,  in  other  words, 
if  the  benefits  of  private  securitization 
would  be  exhausted  by  the  costs  that 
would  be  imposed  to  guard  against 


the  failures  that  history  has  shown  can 
arise  in  these  structures. 

It  did  not  seem  possible  in  1995 
that  privately-sponsored  securitization 
would  venture  so  aggressively  into  the 
subprime  mortgage  market,  that  GSEs 
would  support  and  follow  that  initia- 
tive or  that  mortgage  credit  risk  would 
become  so  mispriced  within  inade- 
quately capitalized  securitization  struc- 
tures. But  now  we  once  again  must 
respond  to  failure  and  its  consequences; 
in  doing  so  history  suggests  that  we 
consider  two  issues  carefully.  First,  do 
we  now  know  enough  to  create  a regu- 
latory framework  within  which  private 
securitization  structures  can  become 
stable  and  cost-effective  intermediar- 
ies? If  we  do  not,  how  can  we  best 
integrate  public  and  private  facilities  to 
realize  the  benefits  of  mortgage  securi- 
tization? 113 
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fessor of  economics  at  the  University 
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Note 

1 This  does  not  mean  that  gaming  sys- 
tems or  financial  systems  don’t  have 
inefficiencies  that  can  be  exploited.  For 
instance  in  1873,  John  Jaggers  hired 
several  clerks  to  record  in  secret  the 
results  of  every  spin  on  the  roulette 
wheels  at  the  Beaux-Arts  Casino  in 
Monte  Carlo  for  a week.  He  analyzed 
this  data,  found  that  one  of  the  roulette 
wheels  was  out  of  true,  and  used  this 
information  to  win  about  $325,000  at 
that  wheel  over  the  next  several  days. 
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A History  of  Cents 

continued  from  page  29 

tion  was  changed  in  1943  to  steel,  with  a light  coating 
of  zinc  to  help  protect  it  from  rusting.  It  weighed  only 
2.70  grams.  After  1943,  the  composition  reverted  to  the 
copper/tin/zinc  mixture  of  old.  In  1959,  the  reverse  was 
redesigned.  Two  stylized  ears  of  wheat,  one  on  the  left 
and  one  on  the  right,  had  the  denomination  and  country 
in  the  center.  Atop  this,  in  tiny  letters,  was  “E  Pluribus 
Unum.”  The  reverse  seen  today  was  designed  by  Frank 
Gasparro,  who,  appropriately  enough,  was  born  in 
Philadelphia  on  August  26,  1909,  just  a few  weeks  after 
the  original  Lincoln  cents  were  released. 

A major  change  occurred  in  1982,  with  inflation,  not 
wartime,  as  the  culprit.  The  cent  was  reduced  to  99.2% 
zinc.  The  remaining  0.8%  was  copper.  To  give  it  the 
semblance  of  actual  worth,  the  planchets  were  copper 
plated.  What  was  (and  still  is)  left  of  the  cent  can  be 
seen,  and  hefted,  in  its  meager  2.50  gram  form.  It  now 
costs  more  than  one  cent  to  produce  one  cent,  leaving 
its  future  in  doubt. 

Throughout  2009,  the  200th  anniversary  of  Lin- 
coln’s birth  will  be  commemorated  on  the  reverse  of  the 
cent,  showing  four  different  events  from  the  President's 
life.  The  first  cent  was  released  on  February  12,  Lin- 
coln’s birthday.  It  depicts  a log  cabin,  representing 
Lincoln’s  birthplace  and  childhood  in  Kentucky.  The 
next  cent  to  be  issued  depicts  a youthful  Lincoln  in  Indi- 
ana, sitting  on  a log  while  reading  a book.  The  third 
cent  shows  Lincoln  standing  next  to  the  Capitol  build- 
ing in  Springfield,  Illinois.  The  fourth  cent  shows  the 
U.S.  Capitol  Dome,  unfinished,  reflective  of  Lincoln’s 
presidency  during  the  Civil  War.  The  obverse  side  of 
each  cent  will  remain  the  same  as  it  has  been. ..since  its 
inception  in  1909.  HD 

Jay  Erlichman  has  been  a professional  numismatist 
since  /964.  He  has  authored  many  articles  and  contrib- 
uted to  numismatic  guidebooks,  as  well  as  assembled 
and  managed  investment  portfolios  of  U.S.  coins.  Mr. 
Erlichman  has  worked  with  collectors  and  government 
agencies  in  obtaining  consignments  for  auction,  written 
auction  catalogues,  and  been  employed  by  the  Eederal 
Trade  Commission  as  an  expert  witness  on  consumer 
fraud.  Professional  affiliations  include  membership  in 
the  American  Numismatic  Association,  New  York 
Numismatic  Club,  Professional  Coin  Grading  Service 
and  Numismatic  Guaranty  Corporation.  He  has  spoken 
before  business  organizations  on  the  subject  of  rare  coin 
collecting  and  investing. 


TRIVIA  QUIZ 

How  much  do  you  know 
about  financial  history ? 

By  Bob  Shabazian 

1 . In  1 862,  President  Abraham  Lincoln  signed  the  Pacific 
Railroad  Act  which  granted  aid  to  corporations  to  build 
a railroad  from  the  Missouri  River  to  the  Pacific  Ocean. 
Name  the  two  corporations  formed  to  undertake  this  task. 

2.  Congress  recently  increased  deposit  limits  insured  by 
the  Federal  Deposit  Insurance  Corp.  from  $100,000  to 
$250,000  for  individual  accounts.  The  $100,000  limit 
had  been  in  effect  since  1980.  Prior  to  that,  what  was 
the  insurance  ceiling  on  individual  accounts? 

3.  During  the  market’s  precipitous  plunge  on  $eptember 
29,  2008,  all  30  stocks  in  the  DJIA  lost  ground,  and  all 
but  one  company  in  the  Standard  & Poor’s  500  Index 
declined.  Name  the  one  company  in  the  S&:P  500  that 
ended  with  a gain  that  day. 

4.  What  Wall  Street  magnate  invited  the  heads  of  the  New 
York  Central  and  Pennsylvania  railroads  to  settle  their 
differences  aboard  his  yacht  on  the  Hudson  River  in 
1885,  and  what  was  the  name  of  the  yacht? 

5.  Name  the  largest  percentage  drop  in  Dow  history. 

6.  The  New  York  Curb  Market  (later  the  American  Stock 
Exchange)  moved  indoors  on  Trinity  Place  in  1921.  Which 
well-known  company  previously  occupied  the  building? 

7.  Which  American  financier  has  often  been  quoted  as  say- 
ing, “If  you  have  to  ask  how  much,  you  can't  afford  it!”? 

8.  Which  female  broker  ran  for  president  of  the  United 
Stares  in  1872? 

9.  What  document,  signed  in  1792,  created  the  association  of 
brokers  that  later  became  the  New  York  Stock  Exchange? 

10.  Who  were  the  Cincinnati  Buckeyes? 
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MUSEUM 

OF  AMERICAN 

FINANCE 

The  Museum  of  American  Finance, 
an  affiliate  of  the  Smithsonian  Institution, 
is  the  only  independent  public  museum  dedicated 
to  capitalism,  entrepreneurship  and  free  enterprise. 
It  celebrates  and  teaches  the  power  of  a democratic 
free  market  economy  to  better  the  financial  lives  of 
individuals,  companies  and  nations. 

48  Wall  Street,  New  York  City. 

Open  Tues.  - Sat.  10  a.m.  - 4 p.m. 

Admission:  $8  adults; 

$5  Students/Seniors;  Kids  under  6 free. 

For  further  information,  please  contact  the 
Museum  at  212-908-4110 

or  visit  our  website,  MoAF.org 


IT’S  YOUR  BUSINESS. 

Join  the  Museum’s 

Corporate  Membership  Program 

Put  your  company’s  support  behind  the  Muse- 
um’s work  to  teach  financial  empowerment 
using  the  lessons  of  financial  history 

Corporate  memberships  can 
include  the  following  benefits: 

• Free  admission  for  employees  and  their  guests 

• Private  tour  of  the  Museum  for  up  to  50  people 

• Acknowledgment  on  the  Museum’s  website, 

in  Financial  History  magazine,  and  in  all  other 
relevant  publicity 

• Special  invitations  to  Museum  openings  and  events 

• Opportunity  to  rent  Museum  spaces 

For  information,  please  contact 
Director  of  Development  Jeanne  Driscoll  at  212-908-4694 
or  jdriscoll@financiallnstory.org 


Become  a Smithsonian  Affiliate  Member 


The  Museum  of  American  Finance,  an  Affiliate  of  the  Smithsonian  Institution,  rewards  its  members  at  contributing  levels  with  all 
the  benefits  of  regular  Museum  membership,  plus  the  benefits  of  membership  in  the  Smithsonian. 

Smithsonian  Benefits 

• 12  issues  of  Smithsonian  magazine 

• 10%  discounts  on  shopping  and  dining  when  you  visit  the  Smithsonian 
and  on  all  purchases  from  SmithsonianStore.com 

• 20%  discount  on  publications  from  Smithsonian  Books 

• Affiliate  membership  card 

• Exclusive  international  and  domestic  travel  programs  and  study  tour 
opportunities  from  Smithsonian  Journies 

• Access  to  a special,  members-only  website  at 
http://affiliations.si.edu/members 

• Free  admission  to  the  Cooper-Hewitt  National  Design  Museum  in  New  York 

Finance  Museum 

• 4 issues  of  Financial  History  magazine 

• 10%  discount  in  Museum  Shop 

• Free  admission  for  you  and  a guest 

• Membership  card 

• Advance  notice  of  Museum  events 

• Invitations  to  exhibit  openings  and  members-only  events 

To  become  a Smithsonian  Affiliate  Member,  please  send  a check  for  $150  payable  to  “ Museum  of  American  Finance, 
Membership  Department,  48  Wall  Street,  New  York,  NY  10005.  All  but  $44  °f  your  contribution  is  tax-deductible. 
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AUCTIONEERS 


PAST,  PRESENT,  AND  FUTURE 

Whether  you  are  collecting,  buying,  or  selling,  names  you  have  long  known  are  now  teamed  up  to  bring  you  the  benefits 
of  the  global  marketplace.  Let  experts  with  a collective  100-plus  years  of  expertise  help  you  build  your  collection.  Let  the 
firm  who  holds  countless  world  record  prices,  as  well  as  the  distinguished  honor  ot  selling  a single  security  for  the  highest 
price  ever  through  auction  sell  your  holdings.  Let  the  builders  ot  the  world's  premier  scripophily  library,  with  reference  files 
on  over  a million  global  securities  offer  their  unparalleled  service  and  a century's  worth  of  securities  research  to  you.  For  more 
information,  or  to  consign  to  an  upcoming  sale  please  contact  our  experts  Caleb  Esterline,  Matthew  Orsini,  or  Mark  Anderson. 

STOCKS  & BONDS  • PAPER  MONEY  • COINS  • AUTOGRAPHS 

& & t 
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SPINK 


FOUNDED  1666  


800-622-1880  www.spinksmythe.com  info@spinksmnhe.com 
N 1 W Y O R K 2 Rector  St.  1 2th  FI.  New  Y'ork,  NY  1 0006  DALLAS  3100  Monticello,  Suite  925,  Dallas,  TX  7520S 


OPENING  MARCH  25,  2009 


“Tracking  the  Credit  Crisis:  A Timeline 


J 


APR  3 New  Century 
Financial,  the  largest 
subprime  lender  in  the  U. 
files  for  bankruptcy  and 
defaults  on  $8.4  billion 
in  loan  repayments. 


MAR  10  Rumors  spread  on 
Wall  Street  that  Bear  Stearns 
is  having  liquidity  problems.  As 
a result,  Bear  Stearns'  share 
prices  tumble  dramatically. 


n 


APR  7 The  Concise  Oxford 
English  Dictionary  announces 
it  will  include  "subprime"  and 
"credit  crunch"  in  its  next 
edition. 

SEP  7 The  U.S.  government 
effectively  takes  control  of 
Fannie  Mae  and  Freddie  Mac, 
placing  the  companies  under  the 
conservatorship  of  the  Federal 
Housing  Finance  Agency. 


"Tracking  the  Credit  Crisis:  A Timeline" 
traces  the  development  of  the  current 
financial  crisis,  which  is  the  most  severe 
and  complex  economic  and  financial 
challenge  in  modern  experience.  Presented 
as  a monumental  8'  x 20'  graphical  wall 
accompanied  by  a video  presentation, 
the  timeline  begins  with  the  bursting  of  the 
U.S.  housing  bubble  in  late  2006  through 
the  unprecedented  trillions  being  guaranteed 
and  injected  into  the  private  sector  in 
2008-2009  by  the  government. 


SEP  13  The  Federal 
Government  and  U.S.  Treasury 
refuse  to  rescue  Lehman 
Brothers,  citing  a lack  of 
"political  will"  for  a bailout,  and 
the  "moral  hazard"  of  protecting 
failing  companies  from  the 
consequences  of  their  actions. 
The  markets  go  into  a tailspin. 


OCT  7 The  DJIA  falls  below 

OCT  23  Alan  Greenspan  10'000  for  the  first  time  since 
tells  the  House  Committee  2004. 
on  Oversight  and  Reform 
that  he  is  "shocked"  at  the 
breakdown  in  the  credit 
markets.  Even  though  he  had 
concerns  in  2005  that  risks 
were  being  understated,  he 
says  that  he  is  "in  a state  of 

shock  and  disbelief"  over  the  5 

failures  of  lending  institutions 
to  practice  basic  risk 

management.  NOV  9 AIG  receives  a revised 

$150  billion  government 
bailout  plan  that  will  reduce 
interest  payments  and  give  it 
more  time  to  sell  assets. 


MU$EUM 

OF  AMERICAN 


FINANCE 


IN  ASSOCIATION  WITH  THE 
SMITHSONIAN  INSTITUTION 


Open  Tues  - Sat,  10  a.m.  - 4 p.m. 


48  Wall  Street 
New  York,  NY  10005 
212-908-4110 

www.MoAF.org 


